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INTRODUCTION 
The purpose of this study is to make an attempt to solve the 
existing problem of the financially irresponsible motorist in C~sta Rica. 
Until now no legislation has been passed which even attempts to find a 
so lution to this most serious problem. Some work has been done on this 
subject, especially by the National Insurance Institute, but no action 
wa s ever taken. 
In ~osta Rica, as in most of the Latin American Countries, the 
rapid post-war growth in resources and population brought about many so -
cial and economic changes, which encouraged a desire of the people to 
st rive for better standards of living. The automobile played an i mpor-
t ant part in their aspirations and they soon began to consider it, not 
as a luxury, but as an indispensable means of transportation. This part-
ly exp l a ins why the number of vehi cles operating in Latin America in 1956 
r ose up to three million.* This, compared to only 980,000 automobiles in 
1939, is an increase of 256%. 
I n the particular case of Costa Rica, it i s estimated that in 
the per i od 1946 to 1956 the number of motorized vehicles increased 432%•** 
In other words, the number of automobiles on the r oad is more than four 
t i me s that of t en years ago, and thi s figure conti nues to rise at a sur-
prising rate per year. 
Although there are no actual stat istics to show it, the mile-
age of roads increased only a small fraction of t hi s 432%. With condi-
tiona such as thi s , it is not har d to i magine the congestion and traffic 
* 12 
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problems that exist today in Costa Rica, and even these are aggravated by 
the unsuitable traffic regulations and the lack of experience in the matter. 
As a direct consequence the number of traffic accidents has 
reached figures never before seen in that small country. In this manner 
Costa Rica now suffers all the evils and problems familiar to the larger 
countries, such as the United States. In this panoramic view we should 
not leave out the public enemy number one of the highway, •the financial-
ly irresponsible motorist.' The uncompensated innocent victim who is ~ 
suspectingly paying the consequences of such accidents, at the present 
time has no protection under the Costa Rican law, except that offered by 
the common defense of the doctrine of negligence. 
This paper is devoted to the task of presenting a reasonable 
plan to compensate these victims, whose rights should be protected by 
any free democratic people. A method to achieve this necessary protec-
tion for our citizens is recommended in this study. This method will 
consist of a compulsory law of the New York type, plus an unsatisfied 
judgment fund, and other convenient measures necessary to close the gaps, 
which experience with such laws in the United States has shown to exist 
even in the best plan. 
As a direct result of my studies at Boston University, I have 
chosen this topic for my thesis, which I sincerely hope will be of great 
benefit to my native country, Costa Rica. I also wish to express ~ ap-
preciation to Mr. Werner c. Danforth, Chairman of the Insurance Department, 
for his assistance and personal interest shown me during the course of my 
studies, which I am sure will be of maximum value in my future professional 
career in Insurance. 
CHAPTER I 
THE INSURANCE BUSINESS IN COSTA RIOA BEFORE 1924 
Costa Rica in brief. 
Since this is a study devoted to the problem brought about by 
the financially irresponsible motorist in Costa Rica, it will be usefUl 
to include some data concerning this country and its people. 
Costa Rica is the second smallest of the Central American Re-
publics, with an area of approximately 23,000 square miles, or about the 
size of the State of West Virginia. At present it has a population of 
about 1,000,000 people, most of them descending from Spaniards and with 
an Indian population of less than 1%. This country has one of the high-
est birth rates in Latin America, and that is the sole reason for its 
increase of 90% in the population since 1920, according to estimates 
given by the United Nations. 
The country lies completely within the Torrid Zone, it is bound-
ed at the north by Nicaragua, the east by the Caribbean Sea, the south 
by Panama, and the west by the Pacific Ocean. The mountain range of the 
Andean Cordillera, which crosses a little to the west of the center of 
the country, attains altitudes of 13,000 feet and thus gives a variety 
of climate to a country entirely within the tropics. 
There are three distinct regions, each of them contributing 
fundamentally to the country's basic agricultural economy. The hot zone 
are the coastal lands under 3200 feet with a temperature ranging fro.m 
77 to 100 degrees F., where the bananas and cacao are produced. The c,en-
8. 
tral plateau with an altitude ranging from )200 to 6500 feet has agree-
able temperature variations from 59 to 77 degrees F. all year round. 
The capital city is San Jose, with a population of 200,000, situated in 
the central plateau. This zone is the heart of the nation containing 
the majority of the population, and producing the finer grades of coffee 
and other products. The third zone is formed by the land which has an 
elevation of 6500 feet and more, and is called the cool zone, with a 
range of temperature of 41 to 59 degrees F. and frequent frost. This 
zone is used for raising good brands of cattle. Costa Rica has an al-
ternating wet and dry season, with slight variations according to alti-
tude. 
The most important products of the country are: bananas, cof-
fee, cacao, abaca, sugar, gold, and minerals, and recently there are in-
dications of rich oil deposits. 
The principal imports are machinery, textiles, foodstuffs, 
fUels, drugs, etc. The unit of currency is the colon with the present 
rate of exchange of 6.65 per United States dollar. 
Highly oharateristic of Costa Rica is her system of primary 
and secondary education, which is one of the finest educational systems 
in Latin America. Costa Ricans have always boasted that they have a 
greater amount of teachers than soldiers and more schools than barracks, 
and in effect an army is prohibited by the constitution in times of peace. 
The percentage of illiteracy is estimated at less than 10%, and the atten-
dance to school is free and compulsory for children between the ages of 
7 to 14 years. For advanced education Costa Rica has the National Uni-
versity with the Schools of Social and Economic Science, (Business Admi-
nistration) Law, Education, Engineering, Dentistry, Pharmacy, Liberal 
Arts and Agriculture. 
Costa Rica has a democratic political system, the government 
consisting of three branches, Legislative, Executive, and Judicial pow-
ers. The Legislative Assembly is composed of 45 deputies, elected by 
the people. The Executive Branch of the government is headed by the 
president, who is assisted by his cabinet. The president must be a na-
tive born citizen of Costa Rica, and be over )0 years old. He is elect-
ed directly by the people for a period of 4 years and may not serve 2 
consecutive periods. But, complying with this requirement, he may be-
come elected in the future for a new period.• 
• 26, P.) 
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The i nsurance business before the nationalization. 
During the past century the insurance business was scarcely in 
existence in Costa Rica, principally due to the slow gro ~h of the sociel 
and business economy of the country. The population wa s ery small at 
that time, of not more'than )00,000 people , and t he means of transporta-
tion and communicati on were poor and inadequate. Thus , this unfavorable 
condition did not encourage the insurance busines s t o expand. 
t about 1890, the f irst railway was constructed connecting 
the ca ital, Sa.11 Jose , to the Port of Limon on t he tl·· nt ic s ide, and 
after a f ew years to the Port of Puntarenas on t he Pacific side, making 
possible transportation from coast to coast . 
The construction of the railroad opened the doors to many com-
mercial activities , e specially the exportation of coffee , which is also 
known a s the golden grain of Latin America. This new source of income 
was t he start of the economical growth of that nation , and therefore t he 
need for insurance protection soon became apparent . The greater part of 
the coffee export was shipped to England and insured against the perils 
at sea by LLoydts of London. These were the first Marine policies to be 
issued, and it signified the beginning of the important role insurance 
played in the further development of Costa Rica . The foreign trade on 
which this nation now largely depends for its economic we lfare , had com-
menced , bringing about a favorable basis for the development of other in-
surance lines. 
In the last decades of the century there were several large 
conflagrations in Costa Rica , those of the Presidentia l Palace and a f ew 
of the largest commerci al buildi·ng ~, located in the central part of the 
11. 
capital. This disaster deeply impressed public opinion, so that the more 
prudent people thought it wise to invest in some means of protection to 
cover their possible losses. The first fire insurance policies were is-
sued during the period 1880 to 1890. 
Life Insurance was the type most accepted by the people at that 
time, and those who could afford it were insured either by the New York 
Life Insurance Company or by one of the English Insurance Companies. The 
United States, English, and Swiss Insurance Companies were the first in 
the year 1900 to form insurance agencies, which previously had been oP-
erating through special insurance agents. The establishment of foreign 
agencies throughout Costa Rica did much to increase the insurance busi-
ness, and this led the Costa Rican investers to form the first and only 
private insurance company in the history of the nation.* 
The National Insurance Company was established in 1910 with a 
capital of $200,000, operating the fire and marine lines. This company 
was affiliated with the companies existing in Colombia and Panama. With 
little capital to work with, the newly formed company soon encountered 
many difficu l ties in developing its operations, and an i ntent to raise 
its capi tal f ailed due to the lack of inter est shown by the people. The 
compet i tion with the foreign agencies was too strong f or the company, and 
since it was a lso difficult to apply the law of the l a r ge numbers, consid-
ering this a count ry of small population, the N~tional Insura nce Company 
8 years aft erward was forced out of business. Aft er thi s unsuccessful 
attempt the insurance business continued at the hands of foreign agencies 
which were operat ing the Life, Fire, and Marine Lines and remaining until 
1925 when the Nationalizati-on Law was made effective. 
* 28 
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In the years before nationalization, Costa Rica was suffering 
a period of high incendiarism, and it was quite common to see fires r~ 
gular l y every weekend. The unfortunate re sults were that .those who had 
no protection suffered the greater impact of losses, and generally these 
were people who had little means to overcome financial ruin. On the other 
hand, the foreign insurance agencies continued paying their fire claims, 
possibly based on sound re.asons, but with little concern for the public 
opinion that incendiarism was involved in many cases. 
The principal cause for this situation can be placed on the 
lack of an adequate law to control the operation of the private insur-
ance business in those days. Effectively the public opinion and the 
press appealed . to the government to legislate on this matter, a.nd some 
suggestions were given to convert the entire insurance business into a 
monopolistic state-managed enterprise. · 
In 1922 an insurance law was passed regulating the business, 
which did greatly improve the present situation, but the idea of complete 
government control of the insurance business ha d gained enough support 
not t o be discarded. Finally the Nationalization Law was passed by Con-
gress in 1924. * 
• 29 
Discussions pro and con involving the Nationalization La.w. 
The plans proposed by the government to nationalize the insur-
ance business were strongly opposed by the representatives of the foreign 
insurance companies , and also by many of the most prominent citizens of 
Oosta Rica. It is known tl~t the President at that time first opposed 
such control; being a man of deep democratic sentiments he did not agree 
to this interfe rence in the private enterprises of the nation. The pro-
posal of the law was made by the Minister of Finance who was able to con-
vince the President that such measures were necessary for the country due 
to the condition it found itself at that time. The principal points given 
by him in upholding the bill were the following:• 
1- A Nationalization Law has been successfully operated in the authentic 
democracy of Uruguay, for the past 12 years. 
2- The state can give the insurance institution a social importance by 
covering all kinds of risks, such as workmen ' s compensation, sickness and 
old age pensions, etc. 
}- That the profits of the new state institution could be employed in 
the construction of better roads , a great necessity for the country's 
development. 
4- That the only objective the majority of the insurance compani s had 
in mind, were to obtain high profits. 
5- That the large funds accumulated as reserves of life insurance would 
be invested in Costa Rica, proving beneficial to the industries and agri-
culture of the ~tion. These funds r epresented the heavy payments that 
• 28 
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are made to the exterior for premiums written by foreign insurance co~ 
panies. 
6- The state can follow liberal criteria in conducting this kind of busi-
ness since it has the preventive and repressive means to prote~t the state-
managed enterprise. 
7- The institution will be established with a capital of 4,000,000 colo-
nes.# This capital plus the premiwn received will constitute enough fUnds 
to operate the business, according to a study already made. That in the 
fUture the institute would prove to be one of the most important insti-
tutions in Costa Rica. 
8- The institution will have the complete state guarantee with the sub-
sequent advantage over the foreign companies since it can never be declar-
ed bankrupt. 
9- The government has the personnel necessary and is prepared to assume 
the functions of the new institution. There were plans to send the per-
sonnel to foreign countries for specialized training. 
10- The number of risks that can be written now in Costa Rica guarantees 
the expected results from the law of the large numbers. At that time 
the population was estimated to be half a million people . 
11- The state , contrary to the private companies, is free from taxation, 
and t his would directly benefit the policy holders. 
12- The state has successfully administered other monopolies such as: 
the Post Office, Telegraph Services, Public Health, Education etc, and 
has t he means to do the same with the insurance business. 
# About one million dollars estimated at the rate of exchange at that time. 
13- According to the Costa Rican Constitution monopolies are not for-
bidden. In the past there have been some monopolies which were not 
considered as being intentionally against free enterprise, and now this 
intervention in the insurance field can be justified by the accepted doc-
trines of today which state that the social needs; such as insurance are 
above private interests. 
The principal points given against nationalization were the following: 
1- That state monopolies hinder free enterprise and destroy private 
initiative. 
2- Monopolies are not adequate solutions under the democratic political 
system of Costa Rica. 
3- Nationalization adversely affects the confidence of foreign investors. 
4- Private insurance companies regulated by suitable insurance laws can 
better develope the business than a state monopoly. 
5- The state institution, which will be in charge of the insurance busi-
ness, will have a limited field of action and hence difficulty in obtain-
ing a large spread of risk. The law of the large numbers will be diffi-
cult to apply. 
6- The government does not have the trained personnel to run the organ-
ization. One of the principal reasons for the foreign agencies to fight 
against the proposed nationalization law was the fear t hat other neighbor-
ing countri es would soon follow the example given by Costa Rica. ( This 
fear ha s pr oven unfounded, since no other country intended to take or 
has t aken such steps in the following years.) 
16. 
In reference to the reasons given in favor of the Nationali-
zation Law, most of them have been justified in subsequent years by the 
completely successful development of the sta.te-ma.na.ged insurance busi-
ness. The National Insurance Institute, in charge of the operation of 
the monopoly, has been one of the most important organisms of the gov-
ernment. It has promoted many insurance lines required by the progress 
of the nation, which were of doubtful possibility under the agency system 
because of unstable prof'its. 
The saving of the payments for premiums which had before been 
made to the exterior, has proven to be of grea~ importance to the nation-
al economy. Great sums of money now available as reserves are invested 
in those fields which produce the maximum benefit by furthering the de-
velopment of the country. 
The principal characteristic of the Costa Rican economic system 
is the operation of both doctrines, the free enterprise, and the state-
managed enterprise. Modern economists maintain that a. system similar to 
this is the best guarantee for democracy in small undeveloped countries, 
because they are subject to violent changes of income and suffer in a 
higher grade the effects of the economic cycles. It is also stated that 
such countries, with their limited amount of private capital available, 
cannot develop some branehesof the economy necessary for the public wel-
fare, and the government must intervene directly in order to attain ac-
ceptable standards in these fields. This is the exact case of the insur-
ance business in Costa Rica, which is a good example where such a theory 
has been applied successfully. 
17. 
CHAPTER II 
THE INSURANCE BUSINESS NATIONALIZED 
The Nationalization Law. 
After a long series of discussions the Nationalization Law was 
passed by Congr~ss on Oct. 30, 1924. In brief, the principal provisions 
of the law are the following: • 
1- All insurance transactions thereafter would be subject to a state mono-
poly except the National Societies of Life Insurance, Mutuals or Cooper-
atives, the.n in existence. 
The Life Insurance Societies referred to above were those existing for 
the exclusive benefits of teachers, professors, and a few other small 
organizations. But a ctually all life insurance is now l«itten up under 
the monopoly l aw. 
2- The insurance companies, agencies, and special agents in the country 
who were operating the Life, Fire, Marine, and other lines of insurance 
could continue to do so until the government notified each when it would 
be affected under the Nationalization Law. This law was not to take more 
than one year to become totally effective after it was made public. 
}- The insurance contracts in effect at the time the government decided 
to take over a particular line of insurance, would continue to be valid 
until the time it should expire. 
4- Any insurance policies issued after the Nationalization Law is in op-
eration shall be considered null and void. Hereafter the insurance co~ 
• 28 
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panies and agencies are prohibited to transact any business in the terri-
tory of Costa Rica. 
5- In order to assume all the insurance business in Costa Rica the govern-
ment would establish an institution named, ~The National Insurance Insti-
tute~, with the home o£fice in the Capital Oity of San Jose, and agencies 
operating in the principal cities of the country. 
6- The insurance institution would have the complete guarantee of the 
government, besides the guarantees represented by its o~~ capital and re-
serves. 
1- The government granted the capital needed to establish this company, 
which was an equivalent to $1,000,000, in government bonds at 8% interest 
and 1% redemption. The company was also granted the right to sell these 
bonds when it was needed. 
These bonds were totally redeemed in 19;7, when the last of the bonds 
were returned to the government• Thus the company was at last operating 
with its own capital, which to this date has been raised to $2,000,000 
by the conversion of reserves, and the total assets brought up to 
$15,000,000. 
8- The Instit~was bound to reimburse the government from the gross pro-
fits of t he companY,, for all expenses incurred by the state in the for-
mation and operation of' the company, besides the expenses demanded by 
the service of the bonds issued. 
9- The National ization Law stated that the net prof its of the National 
Insurance Institute would be distributed in the following manner: 25% 
to accumulate reserves for the company, and the necessary expansion of 
the business . The remaining 75% to be used by the government for the 
construction of roads. 
19. 
This distribution of profits has been maintained in the same propor-
tions throughout the years, only the percentage corresponding to the 
government is no longer specifically used for the original purpose, but 
forms part of the nation's general budget. 
lo- The company must pay all taxes and contributions called for by pri-
vate enterprises, except those taxes charged specifically for the insur-
ance transaction, which the company is exempted from paying. 
11- The law also specifies that the company would be managed by a Board 
of seven Directors chosen by the President, and for a period of four 
years. The directors elect the chairman of the board, and the president 
and the vice presidents of the company, this last for a period of 2 years. 
12- The company is allowed to invest its reserves to extend its operations, 
and also an amount up to 50% of the reserves to be invested in real estate. 
13- The company is not allowed: to invest in stocks and securities belong-
ing to private enterprises; invest more than 25% of its reserves in gov-
ernment securities; make loans to the government, municipales, private 
concerns, and the public, unless there are sufficient guarantees that can 
be made effective in case of default. 
14- The company shall reinsure any excess risk in the exterior when it 
deems necessary. 
15- With the purpose of giving the company a better control in the preven-
tion of fire risks, an additional law was passed in May 1925, placing 
the company in charge of the organization of the fire department stations 
in Costa Rica. 
20. 
The passing of this bill was of great benefit to the entire 
country, since previously the fire department services were practical~ 
ly nonexistent. The municipalities were in charge of this organization, 
and neglected this service badly on the grounds of inadequate funds. 
Although this is not a function pertaining to the insurance 
business and i t has raised the fire rates somewhat, the Institute has 
given this service its maximum attention. Today the Fire Department in 
Costa Rica is considered one of the best in Latin America, with top qual-
ity United States equipment and training. 
16- The financial statements of the company must be published in 1 La 
Gaceta," the official publication of the Costa Rican government. The 
company is also required to prepare an annual budget that must be ap-
proved by the General Controller of the Republic, before it can become 
effective. * 
• 28 
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Uruguay, another case in Latin America with strong government inter-
vention in the insurance business. 
The South American Republic of Uruguay together with Costa Rica, 
are the only two countries in America where the insurance business is 
nationalized. This is of interest since both countries for years have 
been known for having the most democratic system of government in Latin 
America, with the lowest percentage of illiterate people, and with no ex-
ceptional economic problems at that time. 
The Nationalization Law of the Republic of Uruguay was the guide 
followed by Costa Rica and, in fact, many provisions are similar. 
A brief explanation referring to the Uruguayan Nationalization 
Law follows. 
The Nationalization Law was passed by Congress in 1910 and be-
gan to operate in 1912, by means of the organized State Bank of Insurance. 
The law stated that the bank was to assume the operation of the different 
insurance lines at moderate intervals, but there are still some Private 
Life Insurance Companies found in operation in that country today. 
Similar to that of Costa Rica, the capital of the bank was fur-
nished by the government in bonds at 5% interest. That sum has long been 
paid off, and now the company operates by its own capital and continuing 
to receive the state's complete guarantee. All other provisions are sim-
ilar to the Costa Rican Law, particularly those referring to investments, 
organization, and control of the company. 
The State Insurance Bank is today operating Fire, Workmen's 
Compensation, Accidents, Public Liability, Marine, Fidelity, Automobile, 
Theft, and a few other minor lines. 
22. 
An interesting charateristic of their automobile insurance is 
that by endorsement the risk of transportation can be covered between 
Montevideo and Buenos Aires, which is through the estuary of the Rio De 
La Plata. This type of risk invoving transportation is not a hazard 
commonly found in automobile policies of Latin America. 
At present the Uruguayan State Insurance Bank is one of the 
principal and largest institutions of that country. * 
The National Insurance Institute. 
The company in charge of the operation of the insurance busi-
ness designated by the Nationalization Law was named, " The National 
Bank of Insurance.~ In December 1924 the first Board of Directors 
was chosen by the Executive branch of the government, and they spent 
several months carefully investigating the adequate organization that 
had to be adopted in order to form the new company. They gave their 
immediate attention to the fire insurance line and the standard policy 
form to be used, besides the installing of a home office and its per-
sonnel. I t was decided that the fire and workmen's compensation risks 
should be rei nsured with United States companies, and this \otas done . 
through the a gency "Pan American Under writers Inc." of New York. A 
representative from this agency was sent to Costa Rica to advise the 
Instituti on on such insurance lines. The services of a Costa Rican 
Actuar y was engaged, a recentgraduate from England, who organized the 
Life I nsur ance Department by adopting the most commonly used insurance 
plans based on an ad justed Mortality Table. 
The company started actual business in November 1925, operat-
ing only the Life I nsurance line, and in the following year Fire and 
Workmen1 s Compensation. 
The government reserved the right to audit the company's ac-
counting system and underwriting procedures, and occas ionally sent for 
English Author itie s in this field to inspect the company. 
By the late forties the company was i n a complete period of 
progress, expanding all its lines and offering new kinds of insurance 
# Today known as the National I nsurance Institute. 
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contracts required by the economic growth of the country. Life Insur-
ance, being the most accepted, continued to be the line which gave the 
higher amounts of premiums written. The government by this time had 
already received about one and a half million dollars of the company's 
profits. 
The Institution, although a state managed enterprise, has al-
ways defended its need to operate independently. In one instant several 
politicians exerting pressure on the government, brought about an inves-
tigat i on of the companies reserves. They contended that the Insurance 
Company had reserves higher than those technically needed, and that such 
excess reserves were actually profits not distributed but capitalized, 
and according to law the government was entitled to its share. In view 
of the sound defenses given by the company's executives, the situation 
was finally cleared up obtaining favorable terms for the Institution. 
1948 marked a difficult era for Costa Rica, due to political 
calamitie s and civil war, which affected the country1·s social and eco-
nomic life. As can be presumed, the Insurance Company suffered greatly 
by this state of affairs. One of the most significant episodes was the 
total destruction of the shopping center of Cartage, the second largest 
c i t y of the nation , by fire. The civil wa r ha d been f ought with great 
int ensity in t hi s cit y, and the fire losses which amounted to millions, 
were a direct resu l t of this. The greater part of the destroyed pro-
perty was insured against fire ri sks, and as soon as the revolution was 
over the owners claimed the damages. But liability was denied them by 
t he I nsurance Company on the grounds that their pol icies included the 
standard war risks exclusion. The insured strongly ob j ect ed t o this 
unfavorable decision and alleged that they were victims of· a situation 
never before seen in the traditionally democratic Costa Rica, and their 
ruin would aggravate the present economic crises which afflicted the 
nation at that time. The insured felt that the company should not apply 
the war exclusion in this particular case, since the government was res-
ponsible for their present situation, and the Insurance Company as an 
institution of the government must assume at least in part such respon-
sibilities. 
The new government, which took over after the revolution, was 
inclined to back the insured by forcing the company to cover the losses 
claimed. The Insurance Company defended its rights strongly,contending 
that the insurance business had to be completely free from political in-
fluences and direct government interventions in its management, and that 
the Insurance Company's functions shall not be confussed in any way with 
the governmental functions. If this were not upheld the basic principles 
of insurance would never benefit the country as would be expected, and 
the company would also be in a very weak and indefensible position to 
develop its business. The reasons given by the company finally found 
complete approval by the government which agreed with the policy follow-
ed by the company in reference to those claims. The government· indemni-
fied the victims directly, and since that time the insurance company has 
continued to follow its own underwriting policies free from outside inter-
ference. 
In May 1948 the new government, as part of a general revision 
of the bank laws, changed the name of the company to "National Insurance 
Institute. " * 
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Organization structure of the National Insurance Institute. 
The National Insurance Institute is a Multiple Line Company, 
with an organization structure divided into specialized departments. 
The section managers of each department are directly responsible to 
the president of the company. The accounts are kept by a centralized 
accounting department, which maintains a separate record for each in-
sur ance line showing the premiums written, amount of insurance, and pro-
fits or losses. At present the insurance lines in operation are Life, 
Fire, Automobile, Workmen's Compensation, and several others ~hich are 
grouped as Miscellaneous. 
The miscellaneous group is carried by a department bearing 
the same name, and consists of the following lineal 
a- Marine 
b- Inland Marine 
c- Fidelity and Surety Insurance 
d- Personal injury to passengers, air travel, and others 
e- Cattle (limited to certain risks) 
f- Public Liability 
g- Plate Glass 
h- Theft and Burglary 
It is probable that in the near fUture the lines that bring in 
more business will be offered through an independent department. 
• 
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The Costa Rican policy contracts i n some cases are similar to 
those used in the United States, but generally with a more restricted 
coverage. The rates are figured by the Actuarial Department based on 
nation-wide experience, but with prudent allowances for those lines with 
a small spread of risk. All excess risks including Life Insurance are 
reinsured through the following agencies: 
1- CREPI, FERNANDEZ & CO. , 116 John Street 
New York )8, N. Y. , U. S. A. 
2- H. E. BOURCHIER SUCRS. , S. A. Post Office Box 1477 
Mexico 5, D. F. 
3- STERLING OFFICES OF CANADA LTD. , 25 Adelaide Street East 
Toronto 1, Ontario, Canada 
4- INTEROCEAN AGENCY, INC. , 1616 Walnut Street 
Philadelphia 3, Pa. U. S. A. 
Having given a view of the in~rance business in Costa Rica, 
let us now t urn to analyze the automobile policy of that country co~ 
paring it with the standard policy used .in the United States , and which 
consti tutes an important part of the study this paper is devoted to. 
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CHAPTER III 
COMPARISON BETWEEN THE STANDARD AUTOMOBILE LIABILITY POLICY 
OF THE UNITED STATES AND THE AUTOMOBILE POLICY OF COSTA RICA 
The standard automobile policy of Costa Rica, which will be 
compared here, is the onlyform in present use. It is divided into Six 
Sections as follows: I 
Section I Coverages, limits of liability, deductibles and premiums. 
Section II Description of automobile. 
Section III Other insured parties. 
Section IV Policy period and territory. 
Section V Special conditions, which includes two parts. Definition 
of coverages and exclusions. 
Section VI General conditions composed of eleven clauses. 
The arrangements of both policies are entirely different, and 
in order to make thi s camparison simple and comprehensible, I will ana-
lyze the Uni ted States policy## referring each secti on to the corres-
ponding one i n t he Costa Rican policy. This comparison will be made 
only i n r eference to Bodily Injury and Property Damage coverages, in 
the policy of Costa Rica. 
# See Appendix F, J~. 166 
H See Appendix !I ·• P. 165 
. Item I 
Item 2 
Items 5 
& 4 
Item 5 
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DECLARATIONS 
This item is represented by the face of the Costa Rican policy 
with similar wording. 
Business of the named insured. 
This information is of no essential use in calculating the rates, 
and for this reason is not needed in the Costa Rican contract. 
The rate manual now being employed is based on the type of 
vehicle insured. 
These items correspond to Section I of the Costa Rican policy, 
named •coverages.~ They contain a list of all coverages offer-
ed, limits of liability, deductible and premium charges. 1 The 
limits of liability," as used in the United State is in the 
Costa Rican policy regarded as "The Amount of Insurance", fol-
loldng this wording there is a section where the Total Amount 
of Insurance afforded by the policy is placed. 
Further reference will be made to this characteristic in the 
following chapter dealing with improvements . 
This section also includes the Defense and Settlement Clause 
used in Costa Rica. 
This is Section II of the Costa Rican policy "Description of the 
vehicle insured." It is not like that found in the United States 
policies in that information is not required concerning the n~ 
ber of cylinders, date, value, other facts of purchase, and terms 
of any encumbrance. This section is used principally for iden-
tification purposes, and for that reason the license plate n~ 
bers are needed. 
Items 6 
& 7 
~. 
These items are not found in the Costa Rican policy for the 
following reasons& 
a- Item 6 refers to a list. of persons under the definition of 
Class I. The Costa Rican manual has no different. classifi-
cation within the private passenger automobile class. 
b- Item 7 refers to similar policies cancelled in the past. 
t hree years by other insurance companies. This can not oe-
cur in Costa Rica due to the nationalization of the insur-
ance business. 
INSURING AGREEMENTS 
Section V of the Costa Rican contract. is the corresponding one 
under the title 1 Definition of Coverage." 
. I Coverage A, Bodily Injury Liability. 
This Coverage A of the United States policy corresponds to A 
and B of that of Costa Rica. Coverage A of Costa Rica covers the sums 
which the insured shall be legally obligated to pay a s damage , because 
of bodily injury or death caused by accident. sustained by one or more 
persons l<~ho a r e members of ,the pedestrians and not passenger s . Coverage 
B cover s al l sums under the same circumstance s f or bodily injury and 
death caused by accidents sus~ained by passengers only. The policy does 
not define the ter m passenger, but it is understood that it. refers to 
passengers for hire, and in effect, this coverage is designed for public 
livery automobiles , and is mostly sold for taxi - cabs and buses. 
The Costa Rican policy has no provision that deals with cases 
involving guest occupants, and thus there is no coverage for this hazard. 
When this coverage is requested it is provided by an endorsement by the 
Institute. Coverages A and B state that the Institute is liable for sums 
which the insured shall be legally obligated to pay as damages·, because 
of bodily injury or death caused by acciden-t.. The terms sickness or dis-
ease are not included in the wording, but in most cases they are covered ' 
if as direct result of the accident. The policy also does not specify if 
death is covered at any time after the accident, although the Institute 
has followed a lenient policy in this respect. 
Coverage B, Property Damage Liability 
Property Damage Liability is coverage C in the Costa Rican con-
tract and covers all sums which the ·insured shall be legally obligated to 
pay as damages, because of · injury to or destruction of property of •third 
persons" caused by accident. The terms •loss of use," ar e not found in 
the wording of this coverage, but there is nothing in the Costa Rican 
policy that can be construed as an exclusion of such l osses from the cov-
erage, and t hus i t is covered • 
• lthough it is not in the scope of thi s comparison but as addi-
tiona l i nformation , the other coverages of the Costa Rican automobile 
policy a r e : Col lision and Upset, Fire and Lightening , Theft and Larceny 
and Gla ss Breakage. These are the only coverages offered today, and in 
the near futur e Medical Payments will be added. 
II Defense, Settlement, Supplementary Payment 
This insuring agreement is found 1n the second paragraph of 
Section I of the Costa Rican policy, which also states that all expenses 
incurred will be paid by the Institute in addition to the limits of lia-
bility of the policy. The Costa Rican contract does not contain the list 
of expenses indicated by subdivision 1 b" of the United States policy but 
most of them are covered. Paragraphs ) "expenses for immediate medical 
and surgical relief to others," and 4 "all reasonable expenses, other than 
loss of earnings, incurred at the company's request,• are also paid by 
the Institute according to the wording of General Condition:;• assistance 
and cooperation of the Insured.• 
III Definition of Insured 
The agreement does not appear in the Costa Rican policy because 
it only covers the named insured. The coverage can be extended to other 
persons named in the poli cy, according to Section III, by an extra premium 
of approximately $4.00, which applies only to liability coverage. Recent-
ly this extension of coverage has been app l ied to other license operators 
driving With the insured's permission even though not named in the policy. 
In the next chapter dealing with Change s and Improvements , the advantage 
of including such a section of definitions in the Cost a Rican policy Will 
be di scussed. 
IV Po licy Period and Territory 
Section IV of the Costa Rican poli cy is the corresponding one 
to this agreement with t he distinction that the risk of transportation 
is not included in the coverage afforded, as found in the United States 
policy. This policy originally covered only in the territory of Costa 
Rica but now can be extended to cover all Central American territories 
up to the Mexican border, by paying an extra premium. This important de-
velopment was possible because in late 1956 the Institute signed an agree-
ment with the Insurance Companies ·of the other . Central American Republi cs, 
and was given the right of reciprocity. This significant step was taken 
in view of the increasing traffic between these countries brought on by 
the opening of the Pan Ameri~an Highway. 
The agreement mentioned above is an indication of the liber-
alizing policies followed today in the operation of the monopoly of the 
Insurance Busines~. B,y comparison, the United States Automobile Policies 
cover while the automobile is within the United States, its territories, 
or possessions, or Canada. 
EXCLUSIONS 
(a) Liability assumed by the insured in any contract or agreement. 
Exclusions #1 coTerages A and B, and #2 coverage o-, of the Cost.• 
Rican policy compare to this standard exclusion of the United States polic7. 
(b & c) Worlonen 1 s· Compensation and other classes of employment. 
These excluaions correspond -to the first part of exclusion #1 
in the Costa Rican policy. 
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(d) Property owned, rented, in charge, or transported by the insured. 
This exclusion is found in the second part of exclusion 12 of 
the Costa Rican contract, but th~re is no reference made · to a residence 
or private garage rented to the insured, as found in the United States 
policy. This being the case, such property is included in the definition 
of property rented or in charge of the insured, and is not covered in. 
Costa Rica if damaged or destroyed by the automobile insured. 
( e) War Exclusion. 
This is exclusion #6 of the Costa Rican policy, which excludes 
losses due to war and all its forms. The only difference to the United 
States policy is that it includes Insurance Agreement II, "EXpenses of 
fi r st aid• under this exclusion, while the ~osta Rican form makes no r~ 
terence to this . 
The following a re other exclusions of the Costa Rican policy which affect 
the l iabi l i t y coverages : 
(1) Typhoons , hurricanes, cyclones, earthquakes , floods , and other 
pheno enona of nature . Although these exclusions app l y genera lly to phy-
sical damage rather than liability coverages , the policy does not · make 
any distinction and refer s them to all coverages . 
(2) Losses when the automobile i s used other than by the way spew 
cified in the policy for instance, when the automobile is transported 
by another vehicle , or is being used to enter in r aci ng contests. 
(}) The automobile is operated by any person under the influence of 
liquor, if a person with no license is operating the vehicle, also when 
accident is caused by a flagrant traffic violation. These exclusions 
have proven to be of great value in maintaining an acceptable loss ratio 
in the past years, in view of the large percentage of automobile accidents 
which are caused under these circumstances. 
CONDITIONS 
This is Section VI of the Costa Rican policy under the name 
ftGeneral Conditions•" 
(l) Premium 
This condition does not appear in the Costa Rican contract. 
The policy has no provision that will allow discounts for more than 
five automobiles insured under the contract, and owned by the named 
insured, like that in the United States policy. 
(2) Inspection and audit 
The Costa Rican policy does not have this provision, yet it 
is understood that the Institute ha·s the right to inspect the insured t s 
automobiles at any time. In relation to examining and auditing the in-
sured's books and records, there is no need at present for such a pro-
vision in Costa Rica as no policy has been written on the basis of pay-
roll or cost of hire. 
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(3) Automobiles defined, trailers, private passenger automobiles, two 
or more automobiles. 
This important definition is not present in the Costa Rican 
contract, and the need for such a condition wi ll be considered in the 
next chapter on "Improvements.' 
(4) Purposes of use defined. 
This is another condition not f ound in the c·osta Rican con. 
tract. The policy does not define the terms 1 pleasure and business* 
and 'commercial.~ The division is made by the Manual which has clas-
sified the automobiles by its use and type of car. The policy also does 
not state that loading and unloading is included in the coverage, but 
there is a tacit acceptance of this becau se the Institute has covered 
some cases involving that condition in past years. 
(5) Assault and battery. 
'l'here is no statement in the Costa Rican policy t hat can be 
considere a acceptance or rejection of t he idea to include assault 
and batter y i n the definition of a ccident. 
(6) L'Jmits of l iability coverage 'A": Bodily Injury. 
This i s condition #9 (a) of the Costa Rican policy referring 
to coverages A and B, members of the public and passengers respectively. 
The l imit per accident is defined as t he total sum of indemnities which 
the I nstitute is obliged to pay as damages, on behalf of the i nsured, 
to the victims of an accident. The provi s ion t hen specifie t he limit 
per person by stating, "Neit her of the victims may re.ceive a higher a-
mount than the maximum limit per person shown on the policy.• This con-
dition does not state if damage for care and loss of services are cover-
ed, but such losses are not entirely excluded since it is implied by the 
definition of the term 11 damage. 11 Consequently losses are generally cover-
ed by the Institute. 
(7) Limits of liability coverage 11 B11 : Property Damage. 
The Costa Rican contract has no provision that can compare to 
that found i n the United State s policy. Perhaps the definition of cover-
age in Section V was considered sufficiently clear, and no intent for fur-
ther explanation was made. 
(8) Severality of interest. 
This condition is :found in the Costa Rican policy with similar 
wording, general condition 9 (b). 
(9) Financial responsibility laws. 
The Costa Rican policy does not have this condition because 
there are no financial responsibility laws promulgated as yet. The Na-
tionalization Law also covers this provision by requiring the Ins·ti tute 
to conform with the other laws of the country. 
(10) Notice of accident. 
The general condition 2 of the Costa Rican contract 1 Notice of 
Accident, claim or suit" corresponds to conditions 10 and 11 o:f the United 
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States policy. The first part of General Condition 2 of the Costa Rican 
policy refers to notice of accident, but does not state that notice must 
be given in writing, as specified in the United States policy. Usually 
a written notice is required for security reasons. Notice may be given 
to an agent, but only in such cases when the Institute cannot be notified 
directly. This permission is not stated in the wording of the policy. 
(ll) Notice of claim or suit. 
This is found in the general condition 2 of the Costa Rican 
policy where it is stated that if suit is brought against the insured, 
he shall immediately foward all notices or summons as received by him 
from the judicial authorities, to the Institute. In order that the 
claim be considered by the Institute, the notice of accident must be 
given within a period of ten days from date of accident, unless it has 
been proven that such notice could not be given before. The wording in 
this clause is not clear in the eases of claims brought against the in-
sured a:f'ter ten days, when said accident had occured without the insured's 
knowledge. This could possibly be considered a valid excuse. 
(12) Assitance and cooperation of the i nsured. 
Gener al Condition 3 of the Costa Rican contract is very similar 
to this condition of the United States policy. The former also includes 
subdivision b (;) expenses for immediate medical relief, and subdivision 
b (4) a ll r easonable expenses, other than loss of earnings, incurred at 
the company's request, which form part of the Insuring Agreement II of 
the United States policy. 
(13) Action against the companl• 
This condition of' the United States policy corresponds to gen-
eral condition 4 of' the Costa Rican policy. The first part is identical 
in both policies, but the second differs as follows: 
a) The rights and actions under the Costa Rican policy prescribe one year 
from the date of' the judgment or written agreement. 
b) The Costa Rican contract has none of' the statements contained in the 
second par t of' the United States condition; such as : 1) recovery under 
the policy by any person, organization or legal representative who has 
secured judgment or written agreement., 2) No right to join the company 
as codefendant against the insured and 3) Bankruptcy or insolvency of' 
the insured or his state shall not relieve the company of' any of' its 
obligations. 
The Institute in most cases involving the preceding condition 
has applied the criterion contained i n such statement s , although they 
do not appear in the policy wording. 
(14) Other i nsurance. 
Thi s condition deals with problems that a re not present in Costa 
Rica due to the nationalization of' the insurance business , and thus it 
does not appear in the policy. 
(15) Subrogation. 
I n the ~osta Rican policy this is Genera l Condi tion 5, and is 
very similar to the corr~sponding United· States condi t ion. Where-as the 
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latter states that the insured shall do nothing "after a loss" to pre-
judice su ch rights, the Costa Rican condition covers the situation stat-
ing that; before and after a claim payment the insured is required to do 
what is necessary to secure the right of subrogation. 
(16) Changes. 
The general condition 7 of the Costa Rican contract states that 
the terms of the policy cannot be changed or modified except by an endorse-
ment issued by the Institute and attached to the policy. It is understood 
that notice to any agent or knowledge possesed by him,cannot waiver or 
affect in any way the Institute's rights under the policy. 
( 17) Assignment . 
Thi s corresponds to general condition 6 of the Costa Rican pol-
icy which states that assignment of interest under the policy will void 
the contract, unless the Institute has given previous consent by an en-
dorsement . There are no provisions. in t he Costa Rican policy to deal 
with cases i n the event of the named insured's death, as found in the 
United States policy. 
(18) Cancelation. 
General condition 8 of the Costa Rican contract refers to can-
cellation , and is similar in its operation to that of t he United States 
policy. Many of its requirements are more a matter of practice than set 
rules, and are not included in the wording of the pr ovision. The principal 
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difference between the two policies under this condition is the ten days 
notice period allowed in the United States policy when the company cancels, 
which is not mentioned in that of Costa Rica. 
(19) Declarations. 
The General Condition I of the Costa Rican policy states that 
the entire policy shall be void if the insured has cancelled or misrepre-
sented any material fact concerning this insurance, before or after a loss. 
This condition is stricter than that of the United States policy in which 
it holds as a warranty most of the statements made by the insured. But 
in recent years the courts have modified this provision, following a more 
liberal attitude. 
As a final commentary in reference to the coverage afforded by 
the Costa Rican policy outside its territory, there has been little occa-
sion at the moment to extend the policy to cover outside Central America. 
A few special cases have arisen when Costa Rican citizens came to the 
United States to buy Automobiles in De~roit, and then drove them back to 
Costa Rica. In these instances, the Institute extended the coverage from 
the time the cars lett the factory or dealer to the time they arrived in 
Costa Rica. It is presumed that in the fUture same agreements must be 
worked out with the Mexican authorities so that the Costa Rican auto policy 
can be accepted in that country. In this respect the Institute is confident 
that it will find no obstacles due to the increased traffic between the 
countries through the Pan American Highway. It is interesting to note that 
American companies can not extend coverage to Mexico,except under limited 
conditions.# 
#See Appendix 5, P.l79 
CHAPTER IV 
PROPOSED CHANGES AND IMPROVEMENTS IN THE COSTA RICAN POLICY. 
The policy used in Costa Rica, as formerly explained, is di-
vided into 6 parts, all of them corresponding to the 4 sections which 
form the Standard United States Policy. As the Costa Rican policy stands 
today, there is difficulty in analyzing the exact extent of the coverages 
afforded. It would be more convenient for the Institute as well as for 
the policy holders to plan an orderly arrangement following the 4 accept-
ed groups which constitute the standard automobile policy in use today. 
That is: Declarations, Insuring agreements, Exclusions, and Conditions. 
An orderly arrangement, as suggested, would simplify the policy and bring 
about a clearer ~nderstanding of the provisions. 
In suggesting the following changes necessary in order to 
liberalize the coverages of the policy, which will serve as evidence of 
responsibility under any future Compul sory Insurance Lav, the provisions 
of the United States policy are borne in mind. 
DECLARATIONS 
Business of the named insured. 
At the moment this information is unnecessary, since it does 
not affect the classification under the present rating system used by 
the Institute. However, the Institute is working on a new manual for 
the classification of private passenger automobiles, which will be rated 
in a similar method to that used in the United States. The business of 
the insured will then be of essential importance . 
Table showing the coverages, limits of liability and premiums. 
This table, which appears in Section I of the Costa Rican 
policy, applies the wording 1 Amount of Insurance, • in order to indicate 
the responsibility of the Institute in reference to each coverage• This 
term is unsuitable because it conveys the false impression that the Insti-
tute is liable for the Total Sum Insured. But in reality its responsibi-
lity is only for such sums which the insured may become legally obligated . 
to pay for damages, and never exceeding the stipulated amount of insurance. 
In other words, the policy covers the insured up to the sum specified by 
the table referred to and for that reason 1 Limits of Liability" would be 
a more fitting term to use, clearing this misinterpretation. At the same 
time the Total Amount of Insurance, which appears at the bottom of the ta-
ble , must be eliminated conforming with the reasons already given. 
Information in reference to automobile policies canceled in the last ' 
years by other insurance companies. 
This provision , included in the United States policy in which 
the facts concerning any canceled automobile policies are required, would 
be very appr opriate to apply to the Costa Rican policy. With the present 
extension of' t he policy to cover the insured outside the territory of' Costa 
Rica, an exchange of such information with other Central American insu~ 
ance companies would be beneficial in considering new applicants. 
INSURING AGREEMENTS 
This section of the Costa Rican policy is in need of' some 
changes, especially the addition of' a division for definition of' the 
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insured and the automobile. This will broaden the coverages and make 
the policy more suitable in case it should be used as evidence of finan-
cial responsibility. 
The proposed improvements under this section are the following& 
Bodily Injury Coverages. 
The expression "sickness or desease, 1 must be included in the 
wording, in order to give express coverage for this hazard which actual-
ly is being covered by the Institute in most cases. It is also necessary 
to state clearly whether death will be covered at any time after an acci-
dent, to avoid eventual conflicts when claims arise. 
In reference to liability for guest occupants, it would be to 
advantage to extend coverage for this hazard, showing a definit differ-
ence between the two terms "guest• and "passengers for a charge.• This 
provision, in my opinion, should be subject to two restrictions. First, 
to exclude liability for members of the named insured's immediate family, 
and all closely related relatives, so as to minimize the possibility of 
any collusion between the parts. Second, there must be an extra premium 
added to assume this liability for guest occupants, in order that the 
sales campaign of the medical payment coverage, which will be introduced. 
by the Institute shortly, will not be jeopardized. If this procedure is 
not followed the public is apt to form the false impression that the com-
pany is offering a new coverage similar in some aspects to the one already 
given at no extra charge. 
The coverage B of the Costa Rican policy which covers liabili-
ty fo r injuries to passengers only, gives place to unnecessary complexities 
and confusion. This coverage is used to insure public automobiles using 
the same standard policy which also applies to private cars. In favor of. 
simplification, it would be convenient to eliminate this special coverage 
and insure the corresponding risks by means of an endorsement or 1 Livery 
Permit," as it is called in the United States. At the same time, the use 
of the insured automobile as a public or livery conveyance must be exclud-
ed fr om the policy, unless such a permit is included and rated. 
Propel"ty damage. 
Under this coverage it is necessary to clarify whether 'loss 
of use 11 is or is not covered by the policy. The term does not appear in 
the wording of the policy; consequently, difficulties are presentin deeid~ 
ing what sums should be included in the settlement of losses. On the other 
hand, this has proved to be a troublesome .situation for the Institute, 
since it i s not expressly excluded from the policy, and court judgments 
invariably inc lude these losses. 
Defense , settlement , supplementary payments. 
The Costa Rican policy has the provisions of thi s clause dis-
tributed in various sections throughout the contract , and it would be 
highly desirable to as semble such parts together under the indiqated 
headings. 
The f ollowing provisions should be included: 
a- Defend any s_ui t against the insured, even if groundless , false or 
fraudulent. 
b- Pay all expenses incurred by the company, all cost taxed against the 
insured, and accrued interest. 
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c~ Pay expenses of first aid. 
d- Reimburse the insured all reasonable expenses, except loss of earnings, 
incurred at the company's request. 
e- All the preceding sums except settlement of claim and suits, will be 
payable in excess of the applicable limits of liability. 
Definition of Insured. 
As explained before, the Costa Rican policy applies to the~ 
eel" insured only , and in order to extend the coverage to other persons, an 
extra premium must be paid. At this point the necessity of extending the 
protection afforded by the policy to additional insured persons is made 
apparent. To accomp lish thi s the Omnibus Clause must be introduced fol• 
lowing the provisions found in the United States policy, under the head-
ing "Definition of Insured.ft 
This Addi tional I nsured's Agreement should cover : 
1- If the named insured is an i ndividua l, his spouse, i f resident of the 
same household. 
2-- Any person while using the automobile with the premission of the named 
insured or spouse. 
5- Any person or organization legally responsible for the use of the auto-
mobile, provided that actually such use is by the named insured, his spouse , 
or any other person with the permission of either . For example , the employ-
er who permits his employee to u se his own car in the employer ts business. 
The first two divisions are the most important, since they involve the 
greater amount of risks. 
The exc lusions which apply to these divisions would be : employees, whose 
claims are covered by Workments Compensation Insurance. Other parties 
which the Costa Rican law and experience would indicate as convenient 
to exc lude. 
The exclusion found in the United States policy referring to 
automobile repair shop s , public garages, and related risks, is of no ap-
plication in Costa Rica at the moment, s i nce the law doe s not require a 
specific policy or other financial r esponsibility for t hem. 
As a f avorable safe gua rd f or the Institut~,thi s extension of 
protection w1st conf orm with the following requirements : 
a- Permi ssion must originate from the named insur ed or his spouse, al-
though thi s permission could not be given personally. 
b- At the time of accident , the use of the automobi~e must be within the 
scope of such permission. 
c- Permi ssion may be express or implied, depending on t.he grade of rela ... 
tion between the parties involved. 
Defini tion of automobile , trailers, private passenger automobiles. 
The Costa Rican policy only covers t he automobile described in 
the declarat ions , and doe$ not go any further in explaining t he definition 
of th3 i nsured 's automobile. Perhaps this procedure was acceptable in the 
past because of t he incipient business and the small number of automobiles 
in the country. But today the steady increase in number s of private pas-
senger automobiles has brought a bout entirely new problems which the pol-
icy ha s to cope with. In order to avoid the resulting difficulties of in-
terpretation, it is necessary to explain the exact meaning of the word 
"automobi l e ," as i t should appear i n the contract. 
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Similar to t he United States Automobile policies, the following defini-
tions of automobile may be included in the policy: 
Described Au ~omobile. 
Th" s refers to_ the motor vehicle or trailer described in the 
policy. If uo such description appears the automobile shall be under-
stood as "any private passenger automobile owned on the effective date 
of the po l icy by the named insured or his spouse, if a resident of the 
same househo .. d." tl 
Private passenger automobiles. 
This term means a priyate passenger, station wagon, or jeep 
type automobile , and the definition includes the use of such vehicles 
for pleasure and business. 
Trailer. 
The definition of automobile also means a trailer designed 
for use with a. private passenger automobile. But trailers used for bus!-
ness .purposes with other than a passenger vehicle would be excluded from 
this definition. 
Tempo~ry substitute automobile. 
~he definition of automobile also includes an automobile not 
owned by t he 1amed insured or spouse, if such vehicle is temporarily 
used by them a. s a substitute f or the automobile de scribed in t he po l icy, 
t1 See Appendix , ~, P • 177 
which is vithdrawnfrom normal use due to mechanical failure, breakdown, 
repair , servicing, loss or destruction. 
Two or more automobiles. 
When the policy covers two or more automobiles , the terms of 
the policy apply separately to each. But a motor vehicle with a trailer 
attached ~lst be considered as one automobile in respect to limits of 
liabi lity. 
Coverage f or additional autamobiles. 
Except for the temporarily substituted automobi le just ex-
plained , in my opinion , it is not convenient at this time to extend 
the coverage afforded by the Costa Rican policy to other automobiles 
than those alreadydescribed and rated in the application. The volume 
of the automobile insurance business is not sufficiently developed to 
allow for such liberalization of coverage. On the other hand, the need 
for such extension of coverage is not felt at present in Costa Rica. 
Purpose of use defined. 
It is to advantage to include the definition of "Pleasure 
and Business" and •commercial," found in the United States policy. 
It is also necessary to clarify whether loading and unloading are in-
cluded in the definition of use. 
~. 
EXCLUSIONS 
EXCEPTED USES OF THE AUTOMOBILE. 
Public or livery conveyance. 
This exclusion is suitable to adopt to the Costa Rican policy, 
which can be done in connection with the el i mination of coverage B. As 
already explained, this coverage in the Costa Rican contract covers li-
ability for injuries to passengers, and as I have previously suggested, 
this hazard should be insured by means of an endorsement. 
Trailer exc lusion. 
The Costa Rican policy at present has no provision dealing 
with trailers . It would be advisable to include coverage when a trail-
er is "occasionally" attached to a private passenger automobile, that is, 
if the trailer is designed to be used with such a type of aut~mobile, and 
not for business purposes. There is no proble~ in reference to trai lers 
and automobiles insured with different companies, .due to the nationali-
zation of t he business . In all other cases the trailer must be excluded 
from coverage, unless such a vehicle is specifically insured. 
A £ew other exclusions of the Costa Rican contract need to be 
revised if a compulsory law is accepted , such as use of automobile by 
an unlicen ed person , persons under t he influence of li~1or , and acci-
dents caus d by a flagrant traffi c viol ation. The po licy must be liber-
alized s omewhat i n this respect , because it is necessary to state under 
such law t hat violation of the insured 1 s agreement does not r e lieve the 
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insurer ~rom liability to third parties. · For example, the exclusion o~ 
liability caused by persons under the in:f'luence · o~ liquor could be made 
less strict, by interpreting that such intoxication in order to give 
place to this exclusion must be of an extent as to render the driver 
incapable of proper control of the vehicle. 
CONDITIONS 
As in the preceding sections it would also be advisable to 
make some changes in the following conditions& 
Limits of liability on bodily injury coverage. 
It is necessary to clearly state whether 1 damage for care 
and loss of service," are or are not included in the coverage; this is 
to standarize decisions since the company has had occasion to cover loss-
es o~ such nature. 
Limits of liability - Property damage coverage. 
This condition does not exist in the policy. It would be con-
venient to adopt it in a similar form as it now appears in the United 
States policy in order to further explain the meaning of this coverage. 
Notice o~ accident. 
The wording of the contract should specifically state that 
notice o~ accident must be submitted in written form. 
Action against the compagy. 
The Costa Rican policy also needs to include the following 
statement in the wording of this condition& 
a- Recove ry under the policy by any person, organization or legal r epre-
sentative , who ha s secured judgment or written agreement. 
b- No r ight to appoint the company as co-defendant . 
c- Bankruptcy or insolvency of the insur ed does not r e l ieve the company 
of any of its obl igations. 
Most of t he above provisions are today act ually followed by 
the I nst•t ut , and it is advisable to have them wri t t en out i n the con-
tract, so as to avoid any disagreements. 
Other insurance . 
The new extension of protection of the policy up t o the Mex-
ican bor der has brought about the possibility of involving other insu~ 
ance companies in a claim pertaining to the same insured. An apportion-
ment clause similar to that found in the United States policy is needed. 
Assignment. 
In this condition it would be convenient to include the pro-
vision for oase s referring to the death of the named insured, which states 
that in such event the policy covers the following persons: 
1- The named insured 's legal representatives as the named insured • 
. 2- Subject t o the provisions of the definition of insured, any person 
having proper t emporary custody of the insured 1 s automobile. 
CHAPTER V 
LEGAL LIABILITY IN COSTA RICA. 
The J udicial Authority in Costa Rica. 
Judicial power is vested in the Supreme Cour t. The justices 
o~ the Supreme Court are elected by the Assembly for a term of 4 years, 
and t hey must meet certain qualifications as to age, ci tizenship, pro-
fessi on , and propert y. Judges of the lower courts are all appointed 
by the Supreme Court in its plenary sessions. 
The Supreme Court in reality consist o~ four courts. Sitting 
with all eleven justices present it i s ca l led the Full Court , and has 
the power t o declare laws and decrees unconstitutional. It may also sit 
in three chamber courts, the chamber o~ appeals, with five j ustices , the 
civil chamber , and the criminal chamber, the latter two each having three 
justices . Each of the three courts hears di~~erent types of cases, large-
ly of an appeal nature, but the chamber of appeals may revi ew conflicts 
between the other two. 
The Bill of Rights is contained in Articles 25 to 49 in-
elusive of the crosta Rican Constitution. Equalit y before the law, ~ee­
dom of speech, of religion and of the press , right of petition and peace-
a ble assembl y , non- retroactivity of the laws, the right of ha beas corpus, 
freedom ~rom unreasonable search and seizure, are all guaranteed to the 
people . 
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Articles of the Costa Rican law dea l i ng with traffic accidents. 
The Costa Rican Civil law is based on the Napoleonic Code , and 
in some instances follows the principles of the English law. 
In reference to liability imposed by law, the article 1045 of 
the Civil Code states that persons who cause injury or damage to others 
due to negligence or default, must i ndemnify the victims. Thi s article 
follows the theory of default, in which the injured party must prove ne-
gligence on the part of the defendant, in order to collect for damages. 
The oper ation of this article is similar to the Uhited States law of ne-
gligence and the manner as it 1s applied to casualty claims. 
The Costa Rican law fol lows another doctrine in the particular 
field of automobile accidents involving bodily injury, that is the theory 
of the created risk in which negligence is presumed. Thi s doctrine holds 
that a person i s liable for damages caused by instrumentalities under his 
control, unless he can prove that the accident was caused by a fortuitous 
event or through the fault of the injured party. 
The article lo48 of the Civil law deals with this situation and it states: 
If a person is injured or killed in an accident involving a 
motor vehicle, railroad, trolley car or any other public means of trans-
portation, the owner or firm responsible for its operation is liable for 
all damage, unless he proves that the accident was caused by a fortui-
tous event or by negligence on the part of the victim. 
The preceding article was intended to apply only to common 
carriers, and for that reason the law is very strict in limiting the 
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permissible defenses. But court decisions have. generalized the state-
ments of the provision, extending it to all traffic accidents, including 
those involving private passenger automobile s . 
A significant factor covering automobile accidents is that the 
burden of proof to establish the defendant 's obligations is upon the de-
fendant himself, and not on the plaintiff, as is the case in the United 
States. 
The defenses available to the defendant, which are understood by the word-
ing of the following article 1048, are : 
a- Contributory negligence or that conduct on the part of the plaintiff 
that contributed to his injury or damages, as result of his failure to 
use the degree of care necessary for his own protection. This has been 
varied somewhat by court decision as explained further on. 
b- A fortuitous or unfore seen event being the principal cause of accident. 
The defendant is not obligated to anticipate an unforeseeabl e event. The 
courts highly restrict the use of this defense i n the case of common car-
riers, because of the great degree of care expected from them. 
Article 27 of the traffic law emphasi zes these specific res-
ponsi biliti ,s incurred by individuals in cases dealing with t raffic acci-
dents, as fo l lows : 
The operator of a motor vehicle will be responsible for damages 
caused through his fault or negligence. · The automobile owner who permits 
the vehicle to be operated by an unlicensed person and any other party or 
organization operating as a common carrier, or using the automobile for 
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industrial or commerci a l enterprises, shall be responsible joi ntly with 
the operator of such a vehicle, for damages oaused by accident due to 
the negligence on the part of the driver. 
The preceding article holds the owner of a passenger car liable 
for any negl igent acts on the part of the operator, when the latter is un-
licensed , but the article is not clear in reference to such cases when an 
operator, licensed and driving with the owner 1 s permission, negligently 
causes damages to other s . Such cases are interpreted by the courts based 
mainly .on other provisions of the Civil law such as n Agency or Principal 
Agent Relationship ." 
Other principles of law that apply to traffic accidents. 
At this time it is appropriate to review some important prin-
ciples of the United States law and compare them with the decisions made 
by the Costa Rican courts applying to similar situations. 
Degrees of negligence: slight, ordinary, and great or gross. 
The O~sta Rican courts have followed the criterion contained in 
the above definition·, but the courts have not yet stated with exactitude 
the degrees of negligence. According to the courts, the entire matter de-
pends to a greater extent upon the circumstances involving each particular 
case. 
aomparative Negligence. 
This doctrine allows for a sliding scale of recovery, depend-
ing upon the percentage of negligence with which each party is chargeable, 
and i s becoming more frequent in the decisions of the Costa Rican courts. 
Although one of the defenses in the case of automobile accidents is con-
tribut ory negl igence, this has been varied by the Costa Rican courts in 
same instances adopt ing the most just doctrine of comparative negligence. 
Guest Statue. 
Thi s st at ute is not present in the Co.st a Rican la r, but it has 
become acceptable for a gueet, as any other member of t he general public, 
to bring suit aga i nst t he operator of a car in order t o collect for da-
mages, i n c se of a cci dent . I n ref er ence t o negl i gence , i t seems neces-
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sary to prove only ordinary negligence to create liability. But in the 
few cases dealing with this type of problem the courts have limited a 
substancial part of the sum recoverable by the guest, due to his condi-
tion as invitee. 
Res I psa Loquitur. 1 The thing speaks for itself.' 
This concerns an incident on the part of the defendant where 
actual negligence might be very difficult to prove. The derailing of a 
railroad train is an example when such doctrine might be applied. The 
article lo48 of the Costa Rican Civil Law dealing with motor vehicles 
accidents involving Bodily Injury, follo\'IS this idea. The emphasis is 
not i n that negligence may be difficult to prove, but to a greate~ part 
in the fact t hat damages were caused by something under the control of 
the defendant . In this case the automobile which would not cause dam-
ages if care had been taken to prevent it. 
The artic le in reference was primarily intended to cover the 
liability of common carriers, but the courts have extended it to ·all 
cases involving automobile accidents, including passenger cars, as al-
ready mentioned. 
Last Olear Chance Rule. 
It imposes a duty upon one who recognizes the imminent danger 
of another, to act so as to avoid injury to the other person. This re-
gardless of the fact that the other party wap placed in this perilous 
position due to his own negligence.* 
* 2, P. 54 
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This rule has not been adopted in Costa Rica, principally be-
cause the contributory negligence defense is waivered by the courts in 
many cases. 
Common Carriers. 
As noted before, the Costa Rican Law obligates the common car-
rier to execute the utmost caution and care in performing his duties. 
The criterion f ollowed by the courts in these cases is like that follow-
ed in the United States. 
Loading and Unloading. 
The two theories that apply to these cases, 1 Coming to Rest 
Rule 1 and •complete Operation Rule," have not been considered by the 
Obsta Rican courts. 
The courts have based their decisions in this subject merely 
on interpretation of what constitutes maintainance or use of the auto-
mobile. This is particularly true in interpreting the provisions of 
the automobile policy of Costa Rica, which has not included loading 
and unloading in the definition of "use." 
Financial Responsibility Laws. 
As yet Costa Rica has not enacted a law of this type. Ac-
cording to the Civil Law, any injured person can bring suit against 
the driver who is responsible for a traffic a cci dent, and try to col-
lect for damages. But at this moment there is no protection for the 
public under the law, against financial loss resulting from the opera-
tion of automobiles by financially irresponsible individuals. 
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The only exceptions are cases in which accidents involve oper-
ators between the ages of 18 and 21. Such persons are required by law 
to furnish a Surety Bond or other type of security. for a sum of approx-
imately $1 ,000 in order to apply for a licenee to operate a motor vehicle, 
and t o respond f or damages inflicted on the public. Persons who have not 
reached the age of 18 are not allowed to drive. 
This is a field where legis lation is urgently needed to cope 
with the exposed problem. 
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CHAPTER VI 
METHODS TRIED IN SOLVING THE PROBLEM OF THE UNCOMPENSATED VICTIM OF 
AUTOMOBILE ACCIDENTS. 
Financial safety responsibility laws. 
The first financial responsibility law extends back t o 1928, 
when the state of Connecticut put in effect the first form of such a 
law as part of a general safety program. The two original objectives 
of this financial responsibility law were: 
a- To aid accident prevention by penalizing and removing any reckless 
drivers from the roads. 
b- Increase the possibilities of collecting indemnities for the victims 
of traffic accidents, by requiring evidence of finanacial responsibility 
from car owners or drivers who show a tendency to be irresponsible motorist. 
The financial reponsibility or safety responsibility l aws for 
motorists, are effective today throughout the 48 states, and Hawaii. The 
Canadian provinces also have some similar type of law in operation. The 
insurance companies favor this type of l aw , since they are aware that it 
is a beneficial influence in opposing the expansion of the compulsory 
insurance laws. Financial reponsibility laws, although somewhat varied 
from ne st t to another,_ are similar in nature, requiring the suspen-
sion of the driver ' s license and automobile registration from persons 
involved in automobile accidents , and unable to present proof of finan-
cial responsibility in order to respond f or c laims brought against them. 
.In reference to the method applied by law after the license 
and registration have been suspended it may be classified in the follow-
ing three main groups: 
a- Such laws that require filing proof of financial responsibility in 
case of future automobile accidents, in order to renew the privilege 
to operate .a motor vehicle. This type of law has gained the unwelcome 
name of "first bite• or 1 one bite, 1 in that one undemnified accident 
can occur under it. 
b- To those providing a lift of suspension for an unsatisfied judgment, 
the owner or operator furnishing security in the form of a release of 
liability obtained from the injured party, or evidence of means for pay-
ing the pre sent judgment. As noted, the proof of financial responsibi-
lity is only required when judgment has given place t o suspension. This 
is the largest group , and the principa l objective of the law is to sti~ 
ulate the motorist to buy insurance in advance , for which it has been 
named "Security Provision.• 
c- This group of the classification consist of those l aws requiring both, 
security for unsett led claims as well as evidence of financia l responsi-
bility for future judgments. · 
The majority of the financial responsibili ty l aws require both 
the drivers ' licenses and registrations to be suspended for all parties 
involved in the accident, unless they are able to submit security to pay 
for possi ble judgment that may arise from the current accident, regard-
less of whether they are negligent or not. If unable to do so , registra-
tion and driver ' s license remain suspended for at least one year. If 
during this period no claim for damages has been brought against such 
persons, they may regain their right to operate on the road. 
All financial responsibility laws require, to restore highway 
privileges, evidence or proof of financial responsibility for future acci-
dents following conviction and suspension for offenses of the traffic 
code, such as drunken driving, hit and run, manslaughter, felony, reck-
less driving and others. The proof of financial responsibility must be 
filed with the Motor Vehicle commissioner, and generally a Certificate 
of Insurance is used to fill this requirement. The period for which fi-
nancial responsibility is obligated varies from one year to indefinitely. 
The statutory limits required by most laws are, bodily injury 
liability $5 ,000 per person, and $10,000 per accident, property damage 
liability for $1 ,000. Other evidence accepted are Surety Bonds, cash or 
security depositis, to an amount of $10,000. 
As previously explained, the original objective of this type 
of law was to improve highway safety , which now no longer is sustained. 
These laws fail to show any real contribution to the solution of this 
problem. For example, poor drivers who can pay judgments or furnish the 
security required by law, are able to maintain their privileges on the 
highway. There is also evidence fr.om insurers themselves that the fi-
nancial responsibility law has affected highway safety adversely. * Those 
in favor of this type of law declare that the enforecement of this require-
ment of .financial responsibility on the negligent motorist, will avoid 
undesirable compulsory measures f orced upon careful drivers. On the other 
... 1' p . 214 
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hand , the critics of this plan hold that the peculiar conditions of the 
law which cause it to attack only after accidents occur, does not always 
solve the plight of the injured party. 
The true result today is that the l aw, due to the accident-
suspension provision, no longer affects only a minority, and is not ex-
actly as voluntary as originally intended by its promoters. But this 
change was necessary to rapidly increase the number of insured auto-
mobilists and thus minimize the threat of compulsory liability insurance. • 
* 1, P. 215 
Unsatisfied Judgment Funds. 
The Unsatisfied Judgment Fund is a special plan under which 
a sum of money is accumulated by the state from additional taxes on 
automobile registrations, motor vehicle operator's licenses, or from 
premiums or other indirect taxes on insurance carriers, for the purpose 
of paying unsatisfied judgments arising from motor vehicle accidents. 
Such laws attempt to solve the problem of the uncompensated 
accident victim, by burdening the insured motorist with the additional 
responsibility of the uninsured motorist. They are based on the princi-
ple that society must guarantee all persons the protection and indemnify 
for the losses they incur, due to such acts on the part of the financial-
ly irresponsible motorist. · 
The New Jersey Unsatisfied Judgment Fund. 
The most publicized law of this type is the New Jersey Unsat-
isfied Judgment Fund, which was enacted in 1952, to become effective in 
1955· The fund was financed in the following manner: beginning April 
1, 1954 , one year before the effective date of the law, al l uninsured 
motorist , who regi stered their cars were assessed 3 per car registration, 
and f or those insured the fee was only $1 . I n additi on , all companies 
writing insurance in the state were assessed one-half of one percent of 
their direct net written premiums for automobile lia bility insurance. 
According t o the Act, the funds were to be depos i ted with the State Treas-
urer, '\<Tho on September first of each year must estimate the amount need-
ed to maintain the fund f or the coming year. I f there is a deficit, the 
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fUnd can be supplemented by assessing the insurance companies up to an-
other one-half of one percent. If there is still a deficit the treasur-
er ma y assess motorists for additional sums as they renew their registra-
tions, i:n _the indicated manner. 
The administration of the fund is in the hands of a commitee 
known as the Unsatisfied Claim and Judgment Fund Board .... :hich is composed 
of the director of the division of motor vehicles , the commisioner and 
four representatives of the insurance companies. 
The principal provisions of the Act, can be summarized as fol• 
lows: The limits for bodily injury and property damage a re $5 ,000- $10,000-
$1,000 , ith $200 deductible in both cases. There is also a minimum of 
$200 pe r claim , that is the fund will not cover any claims made for less . 
Claims may be presented by residents of New Jersey, owners of 
cars registered in that state, and a limited group under reciprocal ar-
rangements provided by the laws. Such claims are covered if the result 
of an automobile accident , and if the claimants were unable to collect 
damages which were legally due them through insurance or other means. 
The law also provides that persons who have other insurance 
such a s life , hea lth and accident, and property insurance , are not per-
mitted to make claims against the fund for the amount covered by such 
insurance . Subrogation rights are granted to the_ fund, but the law 
specifies that no insurer has subrogation rights against the fund. 
Two important features of the act are the allowing claims to be presen-
ted f ·;:, r 11 hit and run," cases and accidents caused by stolen automobiles , 
the l atter exclude d in the standard automobile policy. Under this plan, 
the investigation , defense and settlement of claims, are made by the in-
surance company at their own expense, and the claims are assigned to in-
surers in proportion to their premium writings. If a person fails to 
sat isfy within 6o days, a final judgment in excess of $100 , his license 
and all registration certificates shall be suspended. 
The principal points given in favor of this type of law are : 
1- It provides more benefits than a compulsory law, such a s hit and run, 
stolen car cases and damages resulting f r om negligence of an out-of-stat e 
fianacially irresponsible and uninsured motorist . 
2- Unless reimbursement is made to the fund, the right to ope rate an 
automobi le is denied t o the motorist involved. 
;- It encourages insurance , because the motorist is influenced to buy 
insurance as a result of the penalties impossed by the law. 
4- The plan coul d be a good substitute for the compul sory ins ranee. 
5- The fund in New Jer·sey offers more protection for residents , than 
other plans. 
Many criticisms have been made concerning the Unsatisfied 
Judgment Fund , these· referring to the following: 
1- The insured motorists bear a great part of the cost of the plan. 
Although they do not have to pay a special fee at registration time, 
the one-half percent assessed on insurance companies , plus the . costs 
of investigations and defense of claims borne by the insurers, will 
eventually increase the rates. 
2- Some parties are excluded from the right to present cla ims against 
the fttnd , such as out-of- state claimants and those who carry life, 
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accident and health insurance. Also the #200 deductible is inconven-
ient for many people. 
3- Contrary to the statement that this act will encourage insurance, it 
is a str ong belief that the plan has a definitely opposite effect. This 
is due to the fact that the public paying the registration fees may think 
that they are buying insurance. This was observed in North Dakota, where 
' 
the public misunderstood the idea, and this is believed to have caused a 
decrease in insured motorists.* The same occurred in New Jersey. 
I n r eferring to the New Jersey Fund it was stated," no other 
legislature has gone so far in its control of private enterprise nor has 
private enterprise gone so f ar in taking over the burdens and functions 
of the gover nment. • • 
• 1, P. 217 
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Automobile Oompensation Insurance. " Liability without Fault.• 
This plan follows a different doctrine in solving the problem 
of the uncompensated victim. Arthur Ballantine introduced the Automobile 
Compensation Plan in 1916, endorsed by Judge Robert s. Marx in 1924, and 
the report of a study committee of Columbia University in 19~2 gave it 
a status of academic respectability. The idea behind the plan is that 
everyone, regardless of fault, who suffers bodily injuries, be compensa-
ted on a scale of benefits in a similar manner afforded· by the Workmen's 
Compensation Laws. 
It has been said that automobile accidents are becoming not 
so much a matter of negligence or lack of negligence, but rather a mat-
ter of chance. The resulting losses from such accidents should be the 
collective responsibility of the insuring public.• 
The Columbia Committee arrived at the conclusion that the 
insurance companies usually pay a large number of cases in which lia-
bility insurance is carried, and the principle of "liability without 
fault," appears to be almost recognized. 
The arguments for and against this kind of legislation are 
many. Among those in favor, the following are the most important: 
1- That the injury itself should be the guide to compensation rather 
than the establishment of negligence as a precedent to recovery for 
damages. 
2- That the plan would distribute the losses resulting from automobile 
accidents equally among all motorists, not only among those willing to 
* l,P. 20~ 
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make themselves responsible. 
3- That the i nconsistences of the witnesses remembrance and the personal 
prejudices of the jurors, give place for decisions which may not be in 
accordance with the true facta of the case. 
4- The compensation principle would extend the number of injuries covered , 
while the requirement to carry insurance would extend the number of per-
sons who contr·bute to the total cost of the plan. 
5- That if the principle of compensation has worked out very well in Work-
men ' s Compensation and has been universally accepted, it will be equally 
successful and suitable in the case of automobile personal injuries. 
6- That such a plan would greatly improve serious court congestion prob-
lems which exist at present . 
The principal objectors of the compensation plan have been the 
insurance companies , which fear that it, like the compulsory insurance, 
will bring an increase in state regulations, and eventually the state 
operation of the entire automobile insurance business, as a few states 
already have done with Workmen's Compensation. Other sound reasons have 
been given aga inst the plan as the foll owing: 
1- The compensation princip-le is not suitable for the motor vehicle 
hazard, as i t is for industrial injuries. The reason f or t his is that 
the employ r-~ employee relationship is different f'rom t hat of the driver 
and t he public . The emp loyer has suf'ficient cont r ol over the activities 
and s fet y pr cautions of hi s employees, besides the place of work; the 
injuries can be readi ly and accurately investigated and benefits can be 
relat d to the amount of loss. On the other hand 1 the position of the 
71. 
drivers a r e .entirely different, he has no control over the public, or the 
other motori sts on the road. 
2- The possibility of fraud in cash benefi ts especially relating to medi-
calcar a , for which there is no safeguard. 
3- It as esti ated that the cost of the plan wou l d not be greatly reduced 
in compar i son with t hose based on the negligence system. 
4- The strong possibility under the compensation plan is that the safety 
habits of the motori s t will be adversely aff ct ed. I f the motorist knows 
' 
bef o e han t hat he will not be judged even t hough he i s at f ault, nd 
could collect fo r per sonal injuries as a resu l t of hi o ~n negligence, 
undou~te dly safe driving is not being encour a ged. 
The Sa skatc ewan Automobile Compensation Plan. 
In t his hemisphere , the only applicat i on of t he fundamentals 
of the doctrine of liability ~nthout fault in automobi l e accidents, is 
found in t he Canadi an Province of Saskatchew~n. This province has an 
a rea of approximately 250,000 square miles , and a population of about 
8;0,000 . The politic~! administration is under the control of The co-
operative Commonwealth Federation, a socialist party i n power since 1944 , 
and the aut omobile compensation is part of a comprehensive program of 
nationalization which include some other basic industrie s. It is esti-
mated that during the severe winter months not less than 6o% of the auto-
mobiles are out of service 4ue to impassable roads . 
The Saskatchewan Automobile Comp~nsation Law, or Automobile 
Accident Insur ance , as it is called there, was enacte d and became ef-
fect ive on pril 1 , 1946. The act created a monopolistic state insurance 
72. 
fUnd, contributed to by avery driver and owner of a vehicle licensed in 
the province, and ordered payment to be taken out of the fund for all 
persons injured in automobile accidents, and death benefits to depend-
ants of those killed, without reference to personal fault of owner, driv-
er or victim. As noted, the plan substituted the principle of absolute 
liability for that of liability based on negligence for automobile per-
sonal injuries. 
The law has been amended several times, but the accident co~ 
pensation program is still very much a part of it. An example of the 
benefits obtained at present are: Death benefits of C5,000 payable to 
a primary dependent, and $1,000 to each secondary dependent, to a total 
per claim of $10,000. If the victim is a housewife with no dependents, 
$2,000 is paid to her husband. There is a funeral benefit of $175 per 
victim. Weekly indemnity per total disability is a minimum of #25 a 
week, to a total benefit per claim of #3,000. Totally disabled house-
wives can collect $20 a week for 6 weeks, presumably to permit the hir-
ing of domestic help. 
The exclusions of the most importance are the following: 
1- Residents of another province or ·country, riding in a car not regis-
tered in Saskatchewan and owners, or drivers not registered or licensed 
in the province. 
2- A person operating a car under the influence of liquor or drugs. 
3- Persons not dependents or entitled to Workmen's Compensation benefits. 
4- A person riding in or on any part of the vehicle not designed for sit-
ting passengers or carrying a load. 
Premiums for accident compensation are from $5 to ;o, depend-
ing on the age and wheel base of the car. No individual contracts are 
issued, because the entire policy provisions and conditions, are incor-
porated in the law. The only evidence the car owner has of his insurance, 
is the combined receipt, which is issued when he pays the registration 
fee and premium. 
In 1947, $100 deductible compulsory collision insurance was 
added and in 1948 the law was amended to provide compulsory bodily in-
jury and property damage coverage, while the limits today are 'lO,OOO-
i201000 and property damage, $2 ,000. The primary objective of this 
latter reform is to furnish protection to Saskatchewan motorist driving 
outside the province, but also to provide additional benefits through 
subrogation, when there is negligence involved by the party causing the 
accident. In 1949 the act was amended again so as to require automobile 
fire and theft, and in 1951 comprehensive physical damage coverage was 
offered to replace the fire, theft, and collision insurance. 
Pr emiums are extremely low, because of low inherent hazard, 
low administrative expenses and limited benefits. It is also claimed 
that the non-compulsory insurance business subsidizes part of the cost 
of compulsory business. 
As can be seen, this law originally enacted as an accident 
compensation plan , has departed from the original idea adopting in re-
cent years bodily injury and property damage liability coverages, and 
also comprehensive physical damage coverage. • 
*7, PP• 184-192 
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Other Proposed Plans 
The Impoundment Statute. 
This law states that all persons involved in automobile acci-
dents resulting in bodily injury or property damage of more than a specif-
ic sum, must show evidence of financial responsibility or have their cars 
held by the police, until released by the motor vehicle authority. The 
driver's license, registration certificate, a nd plates must be relinquish-
ed. If the motorist at fault cannot pay the claim imposed upon him, the 
authorities Cfin sell the car and the proceeds applied to pay damages. This 
statute applies i n connection with other laws such as the financial safety 
responsibility law. 
The principal argument to be given favoring this provisionis 
represented by the fact that it indicates the evident danger to the motor-
ist, of loosing his automobile if he does not carry insurance. 
On the other hand it is disputed that this statute provides 
no assurance of finanacial responsibility, due to the generally low value 
of the automobile. Also in many cases the storage expenses of the im-
pounded car are so high that only a small sum is left to pay for damages . 
Uninsured Motorist Insurance. 
This is an endorsement available for any one eligible for in-
surance under the family automobile policy. It is known as the Family 
Protection Endorsement, and is the resultaf a campaign of the insurance 
industry, to prevent compulsory automobile legislation. 
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Protection under this endorsement applies only when an insured 
suffers bodily injury, sickness, disease or consequential death, as a re-
sult of an accident caused by the owner or operator of an uninsured, a 
hit and run, or a stolen automobile. In such cases, the insured or his 
legal representative , may receive an amount of money equal to what he 
would have been legally entitled to recover from the uninsured motorist, 
his estate, etc . * 
The limits of protection under this endorsement , are equiva-
lent to those required by most of the financial responsibility laws. It 
applies to al l 48 states, territories, posessions and Canada. Those a-
gainst this provision have pointed out that it does not solve the problem 
of the injured pedestrian , because it only covers automobilists who are 
eligible for the Family Automobile Policy. The coverage is not available 
at present for the general public. # 
Other plans which have been proposed. 
The compulsory insure-the-driver proposal of the New Hampshire 
Insurance Commissioner, who suggested substituting the current classifi-
cation system based on •use" for one based on driving records of the in-
dividual motorist. This plan was rejected by the insurance companies 
mainly due to administrative and actuarial reasons. 
The fill-aid insurance plan of Professor Ehrenzweig~ who 
sponsored this plan, proposed that the insurance companies , in a vol-
untary basis , include a clause in their automobile liability policies 
* 4, P. 52 
#See Appendix l part IV, P.l65 
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permiting the claimant to choose between a schedule of benefits and the 
right t o proceed under the liability system. * 
Extended Medical Payments I nsurance . 
Although it is not exactly a method to solve the problem under 
discussion it is to advantage to review this coverage since it a.lso gives 
compensation to the vi ctims of automobile accidents . As of 1941 the in-
surance companies have offered, in connection with the Standard Automobile 
Policy, a liberal medical expense benefit called "Medical Payments,• orig-
inated as a means of preventing the passing of bills on compulsory liabil~ 
ity insurance. This was on the assumption that prompt payment of medical 
bills would reduce the number and size of bodily injury liability claims, 
and at the same time the extent of dissatisfaction over the delays of 
litigation. 
Although there is no way of telling how successfully this ob-
jective has been achieved, it is true that this coverage is very popular 
with policy holders. 
The basic medical payment provision today agrees to pay, "all 
reasonable expenses incurring within one year from the date of accident 
for necessary medical, surgical and dental services, including prosthetic 
devices, and necessary ambulance , hospital, professional nursing , and fun-
eral services,» to persons inj~red while in or upon or while entering into 
or alighting f rom the automobile. The named insured is also eligible for 
benefits. 
* 1, P. 219 
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Effective January 1954, an extension of the coverage was 
introduced known as the extended medical payment insurance, which has 
the pa~ticular feature that it covers, in addition to the already ex-
plained coverages, "injuries as a result of being struck by an auto-
mobile." This has produced a coverage which except in name is auto-
mobile accident insurance and separately available as such. • 
* 1, P.l64 
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CHAPTER VII 
COMPULSORY AUTOMOBILE LIABILITY INSURANCE - PART I 
The Massachusetts Compulsory Automobile Liability Insurance System. 
The Massachusetts Compulsory Law was passed in 1925, amended 
in 1926 and became effective in January 1, 1927. It was the · first and 
only attempt of this type of law in the United States for thirty years, 
until the New York Law started to operate in February 1957. Bills pro-
posing compulsory laws were presented in many states, but all were re-
jected during that time for various reasons. 
The Massachusetts Act requires all owners of automobiles, in-
cluding trailers, in order to be registered by the Registrar of Motor 
Vehicles, to accompany the application of registration with evidence 
of the owner's financial ability to respond for damages and bodily in-
juries caused by negligent driving. The proof of finanacial responsi-
bility may be given by means of a deposit of $5 ,000 in cash or securities, 
or a bond or automobile liability policy with the limits #5,000 - 10 ,000. 
The law does not cover property damage liability, but there is a separate 
property damage financial responsibility law, with $1,000 limit , now ef-
fective. The compulsory law has had only two major changes which are , 
the addition of consequential damages in 19)1, and elimination of guest 
coverage in 19)6. 
79. 
Princi pa l provisions of the law. 
The Act applies: 
a- To a ll kinds of motor vehicles or trailers, whether private passenger 
or public automobile s , trucks or trailers requiring registration under 
Chapter 90, unless specifically exempted. 
b- To earth-moving vehicles, used exclusively for the building, repair 
and maintenance of highways. 
c- To residents and non-resident owners of motor vehicles or trailers 
who a r e required to register their motor vehicles or trailers. 
d- To the ownership, operation, maintenance, control or use of motor 
vehicles or trailers upon the ways of the Commonwealth. 
1 A way,• is defined as any public highway, private way laid 
out under authority of statute, way dedicated t o pu bli c use, or way 
under the control of park commissioners or body having like powers. 
e- To t he liability of the owner and also any person r esponsible for the 
operation of the owner's motor vehicle or trailer with his express or 
implie d consent. 
f- To the a gr eement by the insurer to pay all sums which the insured 
shall become obligated to pay by reason of liability imposed upon him 
by law for damages to others, for bodily injury, including death at any 
time, or f or consequential damages. 
The Act does not apply: 
a- To bodily injury or death of a "guest occupant ." · 
b- To bodily i n jury or death of any employee of the insur ed who is 
covered by t he Massachusett s Workmen' s Compensati on ct . 
c- To injuries to the named insured himself. 
d- To property damage liability. 
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e- To motor vehicles or trailers off the Ways of the Commonwealth. 
f- To non-resident owners of motor vehicles or trailers, if not re-
quired by law to buy compulsory insurance. 
g- To motor vehicles owned by the government, the State and its political 
subdivisions, and a few other motor vehicles excluded specifically by law.• 
Operation of the law. 
In order to register a motor vehicle the owner must submit an 
application and have it approved and certified by an authorized represen-
tative of an insurance company. This procedure must . be followed every 
year, if the car is to be kept on the road. 
Since J anuary 1st is the date designated by the law to renew 
car registrations, this cau ses a serious problem with the great amount 
of work for the Registrysnd the automobile insurance companies. Most peo-
ple wait until the last few days of the year to comply with this law, 
and t here are usually long waiting lines at the insurance companies 
office s. In order to avoid this trouble many motorists have their forms 
filled out in advance, and the plates are then picked up by an agent or 
broker . I n order to cancel the insurance and r egistrat ion the car owner 
must return his plates to the Registry, get a "plates return receipt," 
and foward it to his insurance company. 
* 6, P. 11 
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The Act designates the State Commissioner as the sole author-
i ty for setting the compulsory insurance rates and also to determine 
which r ating systems and classif ications must be used. The rates must 
be adequate , reasonable and non-discriminatory. The Massachusetts Auto-
mobile Rating Bureau collect s and analyzes the compulsory insurance sta-
tist ics , and recommends t he rates. The law instructs the commissioner 
to set the rates for the following yea r , given about September 15th. 
The act also requires the Commissi oner to hold public hearings between 
the date he announces hi s proposed rates , and the date on which he of-
ficially promulgat es them. 
How Compulsory Rates are made. 
As previously explained,the compulsory insurance statistics 
of each company are collected and analyzed by a rating organization 
called, "The Massachusetts Automobile Rating and Accident Prevention 
Bureau,' which was f ormed by the i nsurance companies in 1926, at the 
request of t he then Insurance Commissioner. The functions are not 
limited to the compulsory insurance, but also serve as the statistical 
gathering agent for other forms of automobile bodily i njury coverages , 
as well as its office facilities are used to compile statistics f or. 
Workmen's Compensation I nsurance . The functions for each of t hese forms 
of insurance are naturally segregated, and its expenses a ssessed accord-
ingly. 
Thi s a gency is the Commissioner's principal instrument for 
co llecting data and statistics , used to establ ish classification of 
82. 
risks and the corresponding rates. The Commissioners have set special 
rules known as the " statistical plan," to be used by the insurance co~ 
panies in reporting data and information necessary for calculating the 
compulsory premiums. However under the t-iassachusetts Law , the Bur eau 
can only recommend to the c:onnnissioner what the companies believe the 
compulsory rates should be.* 
The essential factors to be considered in rate-making are , 
paid and outstanding claims plus company expenses. This bureau does 
not handle company expenses , since they pas s directly from the companies 
to the Insurance Department, where they are processed in itemized f'orm. 
The Commissioner , assisted by his own rating staff, determines the com-
pulsory rates , which are based on claim statistics compiled by the Rat-
ing Bureau , plus the statistics on company expenses compiled by his own 
department. Rates are developed using the same procedure , for the dif-
ferent types of' vehicles such as passenger cars , commercial cars, taxis, 
motorcycle s , etc . 
A compulsory rate consist of two parts as follows : 
1- The l oss portion , called the pure premium, repr senting the amount on 
the r a te s needed from each car owner to pay the cla im l osses caused by 
drive rs of insured automobiles. 
2- The expense portion, representing the amount in the rates a l lowed the 
companies by the Commissioner for the cost of carrying on the business. 
* 9, P. 15 
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This allowance is established in accordance with the requirements of the 
stock a gency companies which write the coverage through agents and brokers 
who provide essential services for their clients.* 
In setting the same expense allowance f or both stocks and mu-
tuals , there is no unfairness , becau se in case of any profit mutuals pay 
dividends to their policy holders. 
Thi s expense allowance, as it is analyzed by the actuarial 
staff of the Commissioner, is classified in the following five groups: 
1- Investigation and adjustment of claims. This includes the salaries 
and expenses of claim adjusters, court fees, lawyers' fees, medical 
r eport s , etc . 
2- Conunission Expenses. This consists of the commissions to agents and 
brokers for handling the business. 
3- Other Acquisition Costs. I n this group are classified other expenses 
of acquiring business, such as advertising, licenses, policy writing, 
billing, etc . 
4- Taxes , Li censes and Fees. These are the e xpense s incurred in the 
form of state premium taxes, licenses, and other fees t o do business, 
as well a s other miscellaneous federal taxes. 
5- General Administration Expenses. This classification includes ex-
penses for collecting underwriting or rating information, inspection 
report s , accident prevention, rating bureau assessments, statistical 
and other overhead costs, such as wages to employees, rents ,light, heat, 
telephone, office equipment, supplies, and printing.** 
* 9, P. 19 
** 9, P. 21 
The referred to expense portion allowed by the Commi ssioner 
has been affected by the f act that the pure premium has proven to be 
inadequate to cover the high claim losses suffered in Massachusetts. 
When this occurs , the loss ratio in excess of the Commissioner's allow-
ance, decidedly diminishes the expense portion of the rate , with the 
consequent r esult in heavy losses for the insurance companies, as will 
be shown in the following se ctions . 
The basic material from which the rate is compassed, i s the 
e stimate of the accident claims which woul d be paid in the policy period. 
I nsurance rates are based on the assumption that the experience of the 
past , correctly ana lyzed a nd projected in accor dance with trends , i s 
the best guide in predicting the future . Thus the first step in devel-
oping the compulsory rates i s the estimate of t he average amount, which 
shou ld be collected from each car owner to cover the contemplated losses 
for the calendar year f or which the rates will apply . The indi vidual 
l oss experience of the different communities is a lso taken into account , 
and thus a system of community merit rating i s applied. 
This system is based on an analyzed average claim cos t per car 
in each city and town in Massachusetts, for a fi ve year per iod. Thi s 
period of time i s considered necessary to obtain a suf ficient spread of 
statistical experience in each community , in order that the re sulting 
data wi ll not be distorted by a chance occurence of one or two serious 
claim losses . Communities with approximately the same f igure of l oss 
cost per car are grouped into rating t erritories , and are subj ect to 
change s according to variations in its accident loss experience . For 
example , for the 1957 rat es , the Commissioner moved 30 communities into 
higher rated territories because their experience became consistently 
worse, and at the same time moved 21 other communities into lower rated 
territories because t heir experience became consistently better. * 
Of importance here is that the location of accident is not 
the governing factor affecting the compulsory rates of a given communi-
ty , but is the community itself where the responsible party garages his 
car, that is charged with the cost of the accident. Obviously, if no 
claim is filed for bodily injuries, compulsory rates are not involved 
and the acci dent loss experience of the community is not affected. 
In reference to passenger automobiles , the Oommissio er has 
set surcharges on rates for cars with drivers who are under 25 year s of 
age, and cars used principally for business purposes. This is done be-
cause . those classes of risks have a very poor accident loss experience, 
a nd this procedure makes lm<Ver rates possible for o\mers of cars driven 
exclusively by older persons who constitute the ma j ority of the automo-
bilists , and are careful drivers. 
\1hen all communit ies have been assigned to their correspond-
ing rating t erritorie s , as already explained, and all car owners have 
been placed in their r espective classifications as to age of driver and 
business use, the following step is taken to determine on a territorial 
basis, the pure premium that will apply to each motorist in each classi-
fication. Finally, to the pure premium the expense portion allowed by 
the Commissioner is added , and thus, the total compulsory rates for each 
class of car owner by territories, as it appears in the manual, have been 
established. 
* 9, P. 28 
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The As signed Risk Plan. 
The compulsory insurance applicant who is considered a sub-
standar or borderline risk by the insurance companies , and is unable 
to obt a · n cover ge , can be insured through the Assigned Risk Plan. 
This organization was adopted on a voluntary basis by the insurance com-
panie s in 1939 , resulting ~rom the ~act that some risks were so undesir-
able that no company would assume them voluntarily. The purpose o~ this 
plan is the ~allowing : 
a- To make insurance avai lable to motorist who in good f aith were entitl-
ed to coverage , but were unable to obtain it through ordinary channels. 
b- To provide for the ~air and equitable apportionment of these risks 
among all companies engaged in t he compulsory insurance business . The 
quota of risks assigned to each company is based on its vo l ume o~ compul-
sory business . 
Originally the applicants for insurance were sent f rom the 
Assigne d Risk Plan office to the company receiving the ri sk f or the ~inal 
processing. But in 1950 the Plan changed its procedures enabling the ap-
plicant to go directly t o the Regist ry i n order to obtain his regi stration 
plates . Today the Plan carries a great part of i t s business by mail. 
The Assi gned Risk Plan has been amended to include provisions 
to encourage the insurance companies to renew and accept new busi ness , 
espe cially in cases of "tight market ,w in compulsory insurance . The re-
sult of this situation would be that many mot orists wi ll be unable to put 
their cars on t he road. To cope with this the Plan provides that any com-
pany issuing a notice of intent not to renew, receives in retur n as assign-
ment o~ a similar notice ~rom another company, plus 10 per cent penalty. 
In other words if a company refused to renew 10. risks, it receives back 
11 risks. This practice discourages any intent on the part o~ the co~ 
panies to scrutinize their present risks. So as to induce the companies 
to accept new business, the Plan provides that any company accepting a 
new business risk directly receives a credit instead of an assigned risk. 
This arrangment has proven to be very satis~actory, since in 1956 about 
60,000, "credi~" risks were written voluntarily. 
The Plan, which changed in 1953 ~rom voluntary to statutory 
with the enactment o~ the Highway Safety Act, originally handled only 
compulsory insurance, but today it may issue complete bodily injury, 
' 
plus property damage coverages, and if the applicant needs it to satisfy 
federal, state, or municipal requirements, increased limits coverage as 
well. * It has been estimated that in recent years the Assigned Risk 
Plan has handled an average o~ 50,000, a s signed risks annually. 
There is a wide spread opinion in Massachusetts that motor-
ist in the Assigned Risk Plan should be surcharged for their compulsory 
insurance rates because o~ their extremely poor accident loss experience. 
Other states have in e~fect extra charges for the assigned risks and a 
~ew follow this practice even though the insured has had no accident 
record, and the majority surcharge 15% i~ there is a record of one ac-
cident or minor conviction, and in case o~ several accidents and serious 
convictions the surcharge is as high as 35% o~ the rates. In the Massa-
chusetts Risk Plan insurance is assigned ~or one year only , and then 
* 9, P. 36 
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absorbed by the insurance companies, but in other states the period is 
5 years except North Carolina which is 2 years. 
The experience in Massachusetts l'lith the a ssigned risks is 
really bad, for example in 1956 the claim f requency for cars in the Plan 
was 22 clai ms per 100 cars insured, while the total loss ratio for the 
year was approximately #1.69 in claims for every $1.00 received i n pre-
miums. This means that t he insurance companies not only lost 69 cents 
on the premium dollar for claims, but also that there was not a penny 
provided for wages, taxes, and other business expenses. * 
Although it would be justified in Massachusetts to surcharge 
the assigned risks in view of the ·exposed situation, it is stated that 
the Commissioner will never take such measure s because of t he political 
repercussions. 
Now it is interesting to review the 1957 annual report , by L.W. 
Scammon , manager of t he Plan, which has just been released and contains 
some figures and comments on the operation of the A&signed Risk Plan 
during 1957· ** 
I n 1957 the Plan had $4,711,833 in premiums divide d 66% compul-
sory, 7% other bodi ly injury coverage s , and 27% property damage. Service 
fee s of $215 , 711 paid producers in 1957 were divided 52% compulsory, 11% 
other bodily injury, and 37% property damage. 
Mr. Scammon noted that the great bul k of assignments were made 
directly to the public or to a producer appearing in person. \fuile the 
"' 9, P. 36 
** 23, P. 2 
making o~ assignments by mail is encouraged and expeditious handling is 
guaranteed, ~ew app licants were willing to wait the two or three days 
necessary to mail in the assignment papers and get a reply. 
In the latter weeks of 1957 the business was confronted with 
the problem of the withdrawal from Massachusetts of National Fire and 
its subsidiary, Transcontinental. Earlier in the year, these two co~ 
panies had requested not to receive further assignments after April 'Oth, 
date when they intended to suspend writing automobile insurance. But 
the plan pointed out there was no legal basis for discontinuing a ssign-
ments until the company actually abandoned the license to write such 
business. Therefore, the two companies received their normal share of 
assignments through December 'lst, on expiration of their licenses to 
write automobi le insurance business in the state. 
The two companies had approximately 11,000 risks insured in 
1957, and notices of intent not to renew in this number were issued 
for 1958. This resulted in an amendment in the Plan rules which eli-
minated the granting of credit to companies for the voluntary acceptance 
of risks to which either notices of intent not to renew or refusal to 
renew had been issued by another authorized insurer for the ensuing 
year. Extreme inequities would have resulted where large volume s of 
good business could be written and submitted for credit. 0~ the 11,000 
risks, only about 6oO found their way to the plan for 1958. The re-
mainder obtained insurance through normal channels . 
There has been a tightening of the market in 1958, with the 
re sult, that there have been many days when assignments reached 400 9 
although the average is l ess than 200 per day. Only about 2100 notices 
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of intent not to renew and refusal to renew were issued to 1958, ex-
clusive of those issued by the two retiring companies. Mr. Scammon 
believes that this low number is due to the penalty provisions of the 
Plan, which operate as a real deterrent to the issuance of non-renewal 
notices. But he also stated that 1958 assignments are being made at 
a rate of more than 20% above a year ago. 
Another important amendment made in the Plan rules is the dis-
continuance of the· per vehicle count basis for assignments , and credits. 
Effective January 1, 1958, assignments and credits will be tentatively 
counted on a unit basis, but periodically adjusted to a total premium 
basis. * 
The Demerit Rating System. 
As part of the Highway Safety Act of 1953, the Demerit Rating 
System began to operate in that year. This was a device designed t o pen-
alize those drivers who were violating the traffic laws, and were accident-
prone. Under the system a charge of $6.00 per demerit was to be added to 
the insurance premium for four years, based on the number of demerit points 
shown in the licens.e. The surcharges had to be applied by the Commission-
er to reduce the compulsory rates of the careful automobilists who had 
received no demerit points. Although it is assumed that this system is 
responsible in a great part for the improvement accident claim frequency 
noted in late 1953 and early 1954, the Legislature repealed all provisions 
of the Highway Safety Act dealing with compulsory insurance at the begin-
ning of 1956. 
* 23, P. 19 
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Criticisms of the Massachusetts System. 
The principal and most powerfUl obj ectors of this type of law 
has been the insurance industry, especially the stock insurers. Their 
attacks have been so effective that thirty years elapsed since the en-
actmen t of the ~ia.ssachusetts Law , when the New York state followed its 
example and passed a similar law effective February 1, 1957. As of that 
date, the front formed by the insurance companies has begun t o lose ground, 
North Car olina enacted a compulsory law, effective J anuary 1, 1958, and 
other states have started to show i nterest in thi s type of legislation. 
It is very interesting to analyze the objections that have been 
raised against the Automobile Compulsory Law of Massachusetts, because 
they represent not only the current and natural criticisms for a certain 
type of financial responsibility law, but also because there exists in 
this struggle the old f eud between the doctrines of free enterprise ver-
sus the socialist concept of state- managed enter prise. 
The contentions of the insur ance companies against the Mas-
sachusetts compulsory system are centered around the alleged fact that 
such law interferes with the operation of the business, in the following 
manner: 
Impaired Selection of Risks. 
Insurers have claimed that under the compulsory system their 
selection of risks is inevitably impaired. Due to the operation of t he 
Assigned Risk Plan, already explained , the companies cannot deny compul-
sory insurance to any motorist whose right to operate an automobile has 
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not been revoked or suspended by the Registry of Motor Vehicles. The con-
trol of the insurance companies is further limited by the decisions of the 
Appeal Board, in reference to cancellations. 
The Board, named the State Board of Appeal on Motor Vehicle 
Liability Policies and Bonds, was created with the Compulsory Law, and con-
sists of three members who represent the Insurance Commissioner, the Regis-
trar of Motor Vehicles, and the Attorney General. 
The function of the Board is to review the appeals made by auto-
mobile owners pertaining to .policies that have been cancelled by the in-
surance companies, which can cancel only for specific reasons, such as mis-
statement of fact, failure to cooperate at time of accident, or accident 
frequency. The notice takes 24 days to be effective and this period may 
be delayed by an appeal to the Appeal Board. 
The insurance companies have complained that the politically 
appointed Appeal Board leans toward the insured and finds for him in a-
bout 50 per cent of the cases. And these being cases which the companies 
defended because they believed they could win them.• 
A further procedure of the Board strongly opposed by the in-
surance companies is that which permits a car owner whose insurance has 
been cancelled and upheld by the Board, to apply to a second company fil-
ling out what is known as a "Truthful Application," stating in detail all 
his bad accident experience. If the second company refuses to write the 
policy the motorist may return to the Board and contest the refusal. If 
it is found that the aggrieved oar-owner made no misstatement in his 
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nTruthfUl Application,• the Board will order the second company to issue 
the insurance on the grounds that it has had no experience with him. * 
It is evident by the above that a car owner whose license or 
registration has not been revoked by the Registrar must be accepted by 
the insurance companies at the standard rates, regardless of the undesir-
able risk he may represent. 
From the preceding section it is apparent that the insurance 
companies' selection of risks is today actually adversely affected by 
state regulations on the compulsory law. But it is also true that the 
number of refUsals to write or cancel policies is relatively small, and 
that 50% of the cases appealed, and which the companies have been compel-
led to accept, does not appear to be a high figure. 
In reference to this problem, it is just an assumption that 
the ultimate fault is not in the Compulsory Insurance System but in the 
lack of strong enforcement of traffic regulations. The Registry of Motor 
Vehicles does have the right to take off the road any reckless driver by 
suspending or revoking his license to operate, and in this manner solving 
the problem to some extent. 
* 9, P. ;54 
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Inadequacy of Massachusetts Premiums. 
The Insurance companies have felt that the compulsory rates 
set by the Commissioner have proven to be decidedly inadequate. This con-
tention over insurance rates has been focused on the passenger automobile 
premiums, because this type of automobile comprises about 87% of all motor 
vehicles registered in the state. Insurers cannot be compelled to do busi-
ness at a loss over a long period of time, and it is true that in Massachu-
setts they have in the long run lost heavily in the last years since the 
law became effective. 
From 1927 to 1950, stock and mutual companies suffered an aver-
age loss of 6 per cent in their pure premium allowance alone. Stocks lost 
additionally because they had higher administrative expenses than the ~1-
lowance in the rates. In the same period individual mutuals made a profit 
even in their pure premium allowance. Between 1938 and 1943 rates were 
sufficient to produce profits on the pure premium of aggregate stock and 
mutual companies. * 
As of 1944 the situation became worse and the insurance com-
panies, with two exceptions, experienced losses every year. This situa-
tion is the result of the known fact that the motoring accidents have 
risen at an alarming rate since 1951, not only in Massachusetts, but 
through-out the United States. At the same time the cost of satisfying 
accident claims has gone up to a greater extent due to the increased cost 
of hospital and medical services, wages to injured employees, and all other 
elements that play a role in a claim. On the other hand, the insurance 
* 1, P. 204 
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companies have not been able to get sufficient premiums under the Commis-
sioner's rates to pay for such claims, plus,a reasonable allowance for 
expenses of doing business. The combination of these elements has caused 
a delicate and troublesome state of affairs for both, the motoring public 
who sees the premiums going up every year, due to its own recklessness on 
the road, and the insurance companies asking the Commissioner for fair 
rates that never come. 
In 1952, 63 of the 71 insurers writing automobile liability in 
the state, took the extraordinary step of attacking by court action the 
rates the Commissioner had approved for that year. The insurers lost, 
not because the Massachusetts Supreme Court agr.ee.d with the Commissioner 
upon the fairness of the rate level, but because the court stated, "We 
are not authorized to substitute our judgment as to the reasonableness 
or adequacy of the premium charges for that of the Commissioner."* 
The pure premium and the amount theoretically assigned to 
meet the company expenses are of great importance in connection with 
compulsory rates. As already explained, the pure premium is the Co~ 
missioner's provision in the rates to pay for the expected claims in the 
policy year, and the remainder of the premium constitutes the expense al-
lowance. In reference to thi~ some politicians have voiced that the ex-
pense portion of the premium dollar represents a high profit for the co~ 
panies, which minimizes the losses suffered by them due to the inadequacy 
of the pure premium set by the Commissioner. Politicians have tried to 
spread the idea that the insurance companies are allowed a higher amount 
than are actually needed for their expenses. 
•l,P.204 
96. 
This idea has proven to be false, since the Commissioner not 
only exercises a strict control over the allowed company expenses, but 
also the rising claim frequency plus the higher cost of settling claims 
have created a loss ratio far in excess of the allowance in the rates to 
pay for claims. The following table clearly shows this: 
TABLE I 
Pure premium and expense allowance i n private passenger 
automobile rates, as percentage of the premium dollar. 
Year %of Premium % of Premium % of Premium 
allowed for set by state actually re-
expenses to pay losses quired for losses 
1951 )6.5 6).5 82.8 
1952 )6.5 65.5 77.2 
1953 . )6.5 6).5 65.0 
1954 )6.5 6:;.5 6:;.1 
1955 ;4.5 65.5 76.0 
1956 )2.5 67.5 8).0 
* Source: 9, p;. 22 
A point of interest illustrated by the table is that 1954 was 
the only year in which the percentage of premium actually required to 
pay claims, was within the limits allowed by the Commissioner. 
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It is important at this time to review a study made by Mr. 
Joseph Linder, consulting actuary of Wolfe, Corcoran & Linder, New York, 
in late 1957. This study was prepared for the special commission of the 
Massachusetts Legislature appointed to investigate compulsory automobile 
operations in that state, and it has been holding hearings in Boston. * 
Mr. Linder informed the commission that the companies were 
providing Massachusetts drivers with automobile coverage at honest rates, 
and at a lower overhead cost than charged for similar insurance anywhere 
else in the country. He said he found no evidence that the companies 
have been padding loss figures, reserves, or expenses in order to boost 
compulsory rates. Mr. Linder also stated that the claim expenses must 
be included in the pure premium or average claim cost per car; that the 
public should be told that out of every $100 paid for compulsory automobile, 
$79.10 go to meet a contractual obligation to defend the insured and pay 
claims for which he is liable. In addition to this he stated that the 
expense portion, ~2.5% for 1956 as shown in the table, is 10% less than 
loadings in New York, New Jersey, and Pennsylvania, with the result that 
if t he Massachusetts expense loadings were to prevail throughout the United 
States, i nsurers writing automobile coverage would soon get out of it en-
tirely, with the consequence that the states will be forced to nationalize 
the business. ** 
* 18, P. 8 
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Members of the commission also indicated that they were worried 
by the possibility that compulsory automobile premiums could be bearing 
more costs than those actually pertaining to them. This was discussed 
when Mr. Linder commented that all legal expenses in defending excess 
limits for bodily injury claims should properly be charged to the basic 
5/10 compulsory automobile premiums. He declared that an insurer is obli-
gated to give the insured unlimited defense, whether the limit is #5,000 
or $100,000, and for that reason there is no excess limits bill. * 
Although the loss experience has continued its downward trend 
in the last years, the Commissioner has consistently set rates an average 
of 50% lower than those recommended by the insurance companies. 
The table on the following page contains data covering the 
years 1951 to 1957. 
* 18, P. 17 
TABLE II 
Commissioner's allowance for increase in compulsory 
rates for private passenger automobiles and those 
recommended by the insurance companies. 
Year Recommended by Commissioner's 
the companies rates 
1951 + 5.8 + 2.9 
1952 + 22.0 + 8.6 
195; + ,;6.9 + 17.7 
1954 + 19.2 + 9.; 
1955 ,;.o 6.,; 
1956 + u.,; + 5.,; 
1957 + 22.0 + 19.6 
• Sourcea 9, P.ll 
99. 
The preceding table indicates that in 1954 the insurance compan-
ies recommended a reduc{ion of only ,; per cent on compulsory rates for pri-
vate passenger cars for the year 1955, but the Commissioner doubled this 
figure and ordered a total reduction of 6.,; per cent. 
----- .. 
100. 
The insurance companies reasoned that although there has been 
an encouraged reduction in the claim frequency during the latter part of 
1955, and early 1954, the steady rise of the average cost per claim did 
not permit a reduction of more than the stated 5 per cent, because of 
the danger of inadequate rates in the event of a sudden rise in the claim 
frequency . Experience proved that the companies were correct in their es-
timates, because claim frequency rose abrupt ly in late 1954, and contin-
ued its trend upward in the following years. It is also of interest to 
note that the reduction of compulsory rates in Massachusetts in 1955 took 
place in t he middle of a steady period of overall increase in claim costs. 
As priviously seen, rate-making involves a statistical process 
of predicting future claim losses, in order to estimate the necessary pre-
miums nee ded during the policy period. If premiums were exactly calculat-
ed, they wi ll provide for the payment of losses actually incurred by the 
companie s , plus expenses for carrying on the business and a reasonable 
profit, generally estimated at 5 per cent of the dollar premium. In the 
particular case of the Massachusetts compulsory rates, it is importan~ to 
note that there is no allowance for profit, as Commissioner Humphreys .tes-
tified before the special investigating commission on July 25, 1957. * 
* 9, P. 20 
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The insurance companies in Massachusetts have in the past years 
lost huge sums of money, with the exception of the year 1954, as shown in 
the table that follows: 
TABLE III 
Losses incurred by the insurance companies 
writing compulsory insurance in Massachu-
setts on private passenger automobiles. 
1951 $ 6,000,000 
1952 4,700,000 
195.? 700,000 
1954 6oo,ooo 
1955 5,,?00,000 
1956 8,2002000 
Total losses $ 24,,?00,000 
* Source: 9, P.21 
The companies claim that their estimates and request for rate 
increases have proved to be on the conservative side, due to the subsequent 
developments in the accident loss experience. And even if they had been 
granted the requested rates, in the six year period from 1951 to 1956, the 
actual losses incurred would have exceded far more than $1,?,000,000 the · 
provision for losses by the ·proposed rates.* 
The total deficiency of $24,;oo,ooo, for the six year period, 
* 9, P.ll 
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gave the insurance companies no alternative but to appeal to the Mas-
sachusetts Supreme Judicial Court against the inadequacy of the Commis-
sioner's rates for 1957. The case was awarded to the companies on the 
grounds that the Commissioner, in setting the rates, had ignored the ev-
idence which showed that the companies had suffered such heavy losses in 
1955 and 1956. The Court annulled the 1957 rates and instructed the Com-
missioner to set "new and adequate rates," based on a testimony presented 
to him at a public hearing conducted the previous autumn. The insurance 
companies had recommended an average state-wide increase of 22 per cent 
for private passenger cars in 1957, but the Commissioner finally raised 
these rate s an average of 19.6 per cent. * 
Political Consequences of the Rat~ng System. 
The Legislature's decision to designate the Commissioner as the 
sole authority in the rate-making put this Public Official in a position 
to be the political target most likely to be shot at. The problem arises 
from the fact that the Commissioner is a political appointee, nominated 
by the Governor, and for that reason subject to all kinds of improper 
pressures, mainly from legislators and occasionally from the executive 
branch of the government. Since the Commissioner is appointed by law to 
set compulsory rates for the following year, which falls about the 15th 
of September, this date has become unappropriate because of the election 
campaigns which take place at that date during the even years. When it 
is time for the Commissioner to announce the new rates, the party in powe~ 
fearful of losing popularity among the electorate, brings pressure toward 
* 9, P. 21 
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keeping compulsory insurance rates down to levels which may be politically 
acceptable. In this way politics has become a controlling factor in rate-
making under the Massachusetts Compulsory Law, since rates affect many 
people with votes, premiums seem to be high for the insured, and are re-
calculated frequently, and the state intervenes directly in their level. 
This problem has existed since the Act first started to operate 
in 1926, when rates were set for the first year. In 1928, the Commissioner 
in deciding in the rate schedule for 1929, made several decisions that 
brought opposition by both, insurance companies and insured public. He 
raised the premium level, but refused to permit the addition of a factor 
in pri vate passenger car rates, to allow for continuation of a rising cost 
trend. Besides, on the basis of a difference in experience he rearranged 
territories resulting in a sharp increase in premiums for Boston and its 
North Shor e suburbs. * Since in that year there were to be elections, i~ 
mediate pre ssure was exerted on the Commissioner by the Governor in order 
to reduce the rates by cutting the value of outstanding claims by an ar-
bitrary 25 per cent. ** The entire situation can be explained clearer in 
the words of the Commissioner at that time, Mr. Wesley Mohk, who stated& 
"Then it was that politics immediately held full sway. All 
sort s of i nf luences ranging from the governor of the commonwealth down 
through minor executive officers and others, brought pressure to bear 
on the Commissioner to lower the rates. The C:ommissioner was in a very 
difficult position, realizing that from one viewpoint he would be accused 
* 1, P. 205 
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of being an emissary of the insurance companies if he in~ed on in-
creasing the rates, and on the other hand if he did not decrease the 
rates he would be subject to removal by the chief executive. He chose 
to extricate himself from that dilemma by resigning." • 
This political problem is clearly seen in the Commissioner's 
letter of resignation in which he asserted: 
"This unusual situation of an under-executive having to con-
test with his superiors in authority is the result of an attempt to solve 
a mathematical problem by the introduction of a factor of political ex-
pediency.• 
Although the critical situation of 1929 has never been repea~ 
ed, the rate-making process has never been free from this adverse poli-
tical influence. For example, in 1956 the guest coverage was eliminated 
in order to bring the compulsory rates down, that is when a candidate, 
during his campaign for governor, promised to reduce rates, but after 
being elected found it impossible to do. 
In 1950 a flat rate proposal was submitted to the Massachusetts 
electorate on referendum, and it was defeated three to one, although it 
passed by more than two to one for the Boston Metropolitan Area. 
It has been claimed that the origin of the Massachusetts rates 
trouble is found in the fact that the number of those insured rose to 
more than three times overnight, when the Compulsory Act became effect-
ive in 1926. The Massachusetts system was experimental, and to promul-
gate a rate structure to cover all car owners in the state, was more a 
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matter of underwriting judgment, than an actuarial problem, because 75% 
of them had never been represented in insurance statistics. 
Superintendent Bohlinger, of New York, stated that the impact 
of compulsion on the public attitude toward rates, would be quite dif-
ferent in a state in which the increase would be 5 per cent, rather than 
over 200, as in Massachusetts, He would anticipate in New York no more 
rate-making by politics after a compulsion than before. It is also ar-
gued that the determining factor given a high proportion of insured own-
ers precompulsion,is not compulsion, but the calibre of the State Insur-
ance Depar tment, and in this regard New York started under the most fa-
vorable circumstances. * 
Effect of compulsory business on other phases of Insurance Management. 
An objection of the Massachusetts Compulsory System made by 
the insurance companies is based on the concentration of all renewals 
at the end of the year, due to the enormous congestion of the business 
represented by that provision. Insurers and agents feel they have an 
inadequate commission volume to offset the lower average premium per car 
and the extra work required. The Commissions have been lowered since the 
inception of the law. Under the first rate schedule, the maximum acquisi-
tion cost allowance was cut from 25 to 15 per cent of premiums. In 1929 
it was further reduced to 10 per cent with an additional allowance of 2 
per cent for field supervision. Today the total allowance is 12 per cent. 
The result is that companies and agencies are taking a dim view of brokers 
* 1, 206 
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who are giving them a preponderance of automobile liability while the 
"cream" business is going to companies not writing automobile. With 
a general agent receiving 12 per cent commission and paying 7, 8, or 10 
per cent to a broker, the agent must not carry too high a percentage of 
automobile liability if he is to show a profit and keep his company 
happy. Companies must get a good spread of risk. * 
Insurers have also complained that under the compulsory system 
the competition in policies and rates has been eliminated, even though 
statutory policy requirements are minimum and permit all sorts of varia-
tiona above such limits. In reference to this point, it is important to 
note that in Massachusetts, 65 per cent of the insured persons carry 
guest coverage, 95 per cent coverage on and off the roads of the Common-
wealth, 92 per cent property damage coverage, and 95 per cent of the in-
sured motorists carry limits above the statutory $5,000 - $10,000. ** 
Increased Claim Frequency and Average Claim Cost. 
It has been disputed with insistence that the Massachusetts Act 
has produced a sharp increase in claim frequency. Between 1927 and 1938, 
Massachusetts claim frequency rose 33 per cent while countrywide frequency 
decreased 12 per cent. In the period the average cost per claim decreased 
12 per cent in Massachusetts in contrast with 14 per cent in the rest of 
the country. The net effect of these divergent trends was an increase in 
the Massachusetts coverage cost per car of 12 per cent, against a decrease 
* 8, P. 80 
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o£ 11 per cent elsewhere. The results show that £or the £irst time it be-
came worth-while in Massachusetts to press the small claims which £ormerly 
had not been worth the time and expense. * This change in the loss exper-
ience to some extent has been in£luenced by two £actors. First, the encour-
agement o£ weak or £raudulent claims together with honest ones because all 
car owners are insured, and second, the omission of compulsory property 
damage coverage gives chance to the payment of claims of such a class as 
bodily injuries. Since the end of that period both Massachusetts and na-
tional coverage claim cost have risen by 62 and 65 per cent respectively. 
In reference to fraudulent and exaggerated claims, there exists 
the public impression that the insurance companies do not conduct proper 
investigations in order to discourage such claims. But the truth is that 
the companies for their own protection and for that of the motoring public 
have taken, since the beginning, a decisive action to fight fraudulent 
claims. In 19)1 they formed an organization known as the Massachusetts 
Claim Investigation, to cope with this problem. This agency is operated 
by competent personnel, whose activities over the years have brought about 
the disbarment of lawyers, suspension of physicians and punishment £or those 
persons liable of fraudulent practices against the companies. There is al-
so an office called the Central Index where statistical data on claimants, 
lawyers, and doctors is gathered, for the benefit of the insurance compa-
nies. When there is the slightest suspicion a prompt check is made on 
the claimant. If there is any indication of fraud the case is turned over 
to the Massachusetts Claim Investigation for a thorough examination. 
* 1, P. 207 
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It has been said that in Massachusetts there is a high . degree 
o~ claim consciousness, and the insurance companies argue that this is 
due not only to public misunderstanding, but also to the circumstance 
that certain stimuli toward claim consciousness are inherent in the co~ 
pulsory law. That these stimuli exist is a reality, because everyone 
knows that all car owners in the state are insured at least in the li~ 
its $5,000 - $10,000, and in case o~ being injured do not hesitate to 
put in a claim. On the other hand, part of the public has the ~alae im-
pression that universal compensation, regardless of ~ault, is available 
to all and that in case o~ accident, all they need to do is go to some 
insurance company and collect. The requirement that liability must be 
proven be~ore a claim for damage can be awarded is not very clear to the 
publi c as yet. 
The table on the following page compares the claim ~requency 
per 100 cars insured in Massachusetts with that of New York, when no 
compulsory insurance existed in this state. 
Year 
195.? 
1954 
1955 
TABLE IV 
Claim frequency per 100 cars insured 
in New York and Massachusetts 
New York Mass. 
4.2 
4.6 
5.4 
6.1 
6.0 
N.Y.City Boston 
8.0 
9.0 
10.6 
1,?.2 
1,?.2 
14.0 
* Source: 9, PP• .?2-.?.? 
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The above table indicates the claim frequency to be higher in 
Massachusetts, and this fact is alleged by the insurance companies to be 
due exclusively to the compulsory law. 
In recent years not only claim frequency has risen in Massa-
chusetts, but also the average claim cost,as indicated by the table on 
the following page. 
TABLE V 
Claim frequency and average cost per claim for 
private passenger automobiles in Massachusetts 
Policy Claim Losses Number of Claim Average 
Year Incurred Claims Frequency Claim cost 
1951 26,278,849 67,205 6.6 591 
1952 27,485,765 67,679 6.4 406 
1955 28,566,505 66,195 6.1 429 
1954 51,298,509 68,190 6.0 459 
1955 57,988,644 77,122 6.5 495 
1956 45,600,055 87,186 6.8 525 
Claim frequency per 100 cars insured. 
* Source& 9, P.22 
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The table shows that the claim frequency, although having a 
tendency to fluctuate, increased sharply in 1955 and even more in 1956. 
The average cost per claim also r ·o se approximately 6 per cent annually 
since the Korean War, mainly due to inflationary forces in the economy. 
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In reference to the cost of claims, it is important to note that 
the high verdicts returned by the juries have exerted a profound influence 
in the level of the greater number of claims settled out of court. This 
logical consequence, is that the level of jury verdicts is the barometer 
to future compulsory insurance rates. 
It is necessary in this raising rate of claim frequency and 
average cost per claim not to forget the picture represented by the pro-
blem of drivers under 25 years of age. Statistics have proven beyond a 
doubt that cars with under 25 drivers, as a group, are more than twice 
as destructive and costly as cars driven by older people. This being 
the case it is reasonable to expect premium surcharges for this group. 
The Commissioner introduced a special system of rating in 
1954 known as the Age and Use Classification Plan, similar to that used 
in other states. Under this plan, the passenger car owners 'are grouped 
into five classifications: 
Class 1- Cars with no drivers under 25 and not used for business. 
Class 2- Cars with under 25 drivers. 
Class 2A- Cars with under 25 drivers who have .been certified as having 
passed the Registry of Motor Vehicles high school training program. 
Class 2B- Cars whose under 25 drivers are married with children. 
Class }- Cars used principally for business purposes. 
The following table gives data on loss experience of the 
five groups in which passenger automobiles are divided in i~lassachu-
setts, sho•·Ting the bad record of drivers under 25 during the year 
of 1955. 
TABLE VI 
Loss experience of the five classes in which passenger 
automobiles in Massachusetts are divided. 
Year of 1955 
Class Cars Distrib. Claim Average Average Loss 
Insured % Freq. Claim Cost Cost per Car 
1 891,627 7).4 5-3 509 $ 27.10 
2 157,205 12.9 12.6 528 66.52 
2A 16,874 1.4 7.9 524 41.49 
2B 15,)92 1.) 8.4 568 47.74 
3 1)),696 11.0 6.7 500 )).50 
Claim frequency per 100 cars insured. 
* Source: 9, P.24 
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The table below gives data for the year of 1956 on loss experience 
of the five groups in which passenger automobiles are classified in Mas-
sachusetts. 
TABLE VII 
Loss experience of the five classes in which passenger 
automobiles in Massachusetts . are divided. 
Year of 1956 
Class Cars Distrib. Claim Average Average Loss 
Insured % Freq. Claim Cost Cost per car 
1 9.38,011 7,3.6 5.8 # 522 $ ,30.47 
2 156,,399 12.,3 14.0 547 76.65 
2A 24,,346 1.9 8.9 482 4,3.00 
2B 21,357 1.7 9.0 ~8 52.69 
.3 1,34,,3,30 10.5 7.9 515 40.96 
Claim frequency per 100 cars insured. 
*-Source: 9, P.24 
The above table indicates that for the years 1955-1956 Class 2, 
under 25 drivers, had far more than twice the claim frequency of Class 1, 
over 25 drivers. The average loss per car for Class 2, is also about two 
and one-half times worse than Class l. The raise in claim frequency be-
h1een 1955 and 1956 were 7% for Class 1 and 15% for Class 2, which is an 
additional indication of the existing bad habits on the road, concerning 
this group of motorist under 25 years of age. . 
114. 
It can be stated in reference to the contention of the insur-
ance companies,that the Massachusetts Compulsory Law produced a sharp 
increase in claim frequency, is true. But it would be a miserable fail-
ure had it not, since its central purpose was to assure every injured 
person that if he wins a suit or has a good case against the insured he 
will be able to collect. * The problem of the fraudulent and exaggerated 
claims, as well as high verdicts are not a fault of the Act, but there 
are risks which must be assumed in any type of financial responsibility 
law. To minimize its impact in claim frequency today there are good con-
trol systems in existence and the possibility of better public education 
in these matters, through the many channels at the disposition of the in-
surance business and the state. 
Other adverse arguments against the Act. 
There have b~en instances when it was claimed that the compul-
sory law had increased automobile accidents and some statistics have 
been published trying to explain this situation. But the true fact is 
that The Massachusetts Plan has had no measurable effect on the occur-
rence of accidents. * Recent studies show that Massachusetts has had a 
more favorable trend in fatality rates, than the rest of the country. 
The insurance companies writing compulsory insurance in Massa-
chusetts agree that the state is a truly " safe " state from the stand-
point of traffic deaths, but they argue that Massachusetts is a tragical-
ly " unsafe " state from the stand point of highway injuries. 
* 1, P. 207 
The following table shows the number of persons injured on 
the highways of the Commonwealth in the last years. 
TABLE VIII 
Number of persons injured in traffic 
accidents in Massachusetts. 
1950 - 1956 
Year Number of 
Persons 
1950 55,309 
1951 61,178 
1952 64,013 
1953 64,025 
1954 76,098 
1955 81,919 
1956 86,219 
488,761 
• Source: 9, P.4) 
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The total shows that nearly half a million men, women and chil-
dren were injured in Massachusetts motoring accidents during the seven years 
period, or well over half the total population of Boston itself. 
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The insurance companies state that the motoring deaths occur 
predominantly in rural areas, in 1956 only 9600 of the nation's 40,000 
fatalities occurred in urban areas. Due to this circumstance the states 
with very little rural area should have the best death records, which is 
the case of Massachusetts. They further explain that the most densely 
populated states in the country are, in order, Rhode Island, New Jersey, 
Massachusetts, and Connecticut. And the states with the lowest traffic 
death rate, are the same above named, and in the same order. From 1946 
through 1956 the motoring fatalities in Massachusetts, fluctuated between 
487 and 569, but the total number of persons injured rose from 37,311 in 
1941 to 86,219 in 1956. The companies argue that the rates have gone up 
due to this large number of injured persons and that the good death re-
cord of the state has little influence if any in the compulsory rates. 
In order to reduce the number of accident claims, the companies 
have asked for more rigid, more intelligent and more impartial enforcement 
of the highway rules and regulations, proposing the adoption of a plan sim-
ilar to the New Jersey Uniform Traffic System. 
Actually this contention of increased traffic accidents does not 
appear to be a sound argument against the Compulsory Act. Criticisms of 
the Massachusetts system as it is alleged -to affect accidents and claims, 
are of secondary importance to insurers. Automobile insurance companies 
are not humanitarian institutions, so the effects of the Massachusetts Law 
on accidents cost and claim experience are important essentially as they 
make the collecting of adequate premiums more or less difficult. * 
* 1, P. 207 
117. 
Other less impressive arguments have appeared in this issue. 
For example, it was said that the Act had vastly increased the volume 
o~ litigation and congestion of the courts. But this situation will 
continue as long as the automobile accident cases are settled in regards 
to the law of negligence. Such court congestion will exist ,in any other 
type of financial responsibility law, as the proportion of insured owners 
rises. It has also been expressed that the Plan is wrong because it pays 
for injuries and does not prevent them. This is not an honest argument 
because the Massachusetts System, despite countless statements to the con-
trary, is not a safety act. It is in a broad sense a ~inancial responsi-
bility law. * Although one of the arguments in the campaign to promote 
and pass the law referred to accident reduction, prevention has not been 
a primary objective. Some earlier arguments against the Massachusetts 
Act have been revised and used extensively in the recent New York cam-
paign, such as that which states that the Massachusetts Act is defec-
tive because only accidents to Massachusetts cars on the public ways o~ 
the state are covered; because property damage liability is excluded;be-
cause there is no coverage in the case of insurance dodgers, (uninsured 
persons) persons driving stolen cars and hit and run drivers. 
Part of the criticisms already studied are concerned with pe-
culiar features of the Massachusetts System, for instance the political-
ly influenced rate~making, but others are arguments referring to features 
that are part of any state-wide compulsory insurance plan, or as example, 
the relatively impaired selection of risks and increased claim frequency. 
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Due to the fact that compulsory insurance brings more intensive 
regulation, than the voluntary or quasi-voluntary insurance system, the 
insurance companies criticisms to a greater part are aimed at the prin-
ciple, than at the present application of the Plan. In effect, the major 
concern of the insurance business is the fear that the state take over the 
entire automobile insurance business. This apprehension has been further 
emphasized by the fact that for a number of years some states have been 
operating state managed funds for the operation ·of important lines of in-
surance. Eighteen states have funds that write Workmen's Compensation 
Insurance, and four states have funds which write Non~Occupational Dis-
ability Benefits Insurance. The companies feel that the passage of com-
pulsory automobile laws would encourage the state to directly write the 
automobile insurance business, as said by the General Manager of the As-
sociation of Casualty and Surety Companies, in his 1951 annual report: 
"I am sure most of you must fear, as I do, that if the present 
crusade to enact more compulsory automobile insurance laws succeeds, auto-
mobile liability insurance may well be written by the states instead of 
the free enterprise insurance companies. When a substantial number of 
states have placed statute~ upon their books which say to every motorist 
that they must carry insurance, it won 1 .t be long before the people reply: 
All right, but you write it ~or us at cost." * 
The alleged disadvantages of the Massachusetts System, it is 
said to be the cause that the number of insurance companies writing auto-
mobile business in .the state is less than that in the neighboring states. 
* 1, P. 209 
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The figures for the year 1956, appear to agree with the 
contention of the insurance companies, as shown in the following table. 
TABLE IX 
Number of insurance companies writing automobile liability 
insurance in Massachusetts and the neighboring states 
1956 
State · Number of companies 
New York 253 
Rhode Island 242 
Connecticut 232 
Jlilaine 198 
New Hampshire 167 
Vermont 142 
:V!B.ssachusetts 111 
* Source: 9, P. 13 
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The fear of a state fund monopoly, has persuaded the insurers 
that the better thing is to stay in business in Massachusetts, despite 
the heavy losses suffered in the compulsory business. The situation is 
clearly explained by the .following statement of the Casualty Insurance 
Companies serving Massachusetts: 
11 The losses suffered by the c·ompanies in Massachusetts with com-
pulsory insurance since 1951 may be regarded as the price they are paying 
to retain the private system of insurance not only in this state but 
throughout the nation. 11 * 
Proposed Innovations on the Massachusetts Compulsory Automobile Operations. 
In order to improve the present Massachusetts Compulsory System, 
some proposals have been advanced from time to time. Among the most im-
portant are the following: 
1- Permit the sale of compulsory insurance at rates lower than those set 
by the Insurance Commissioner. Such legislation stipulates that compul-
sory rates set by the Commissioner would be maximum rates, but that the 
companies shall be permitted to sell insurance for less than the maximum 
rate. This measure, called "cut rate" bills, would allow a company to 
set a different rate for each insured motorist and establish several 
rating classi~ications not presently authorized. 
The advocates of this "cut rate" bill argue that such law 
would bring a free and intense competition with the resulting reduction 
in rates. Also it would provide an acceptable method of merit rating. 
* 9, P. 12 
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This proposal has not been accepted by the insurance companies and the 
public, for various reasons. For example, the reduced rates for some 
motorists would have to be offset by appreciable increase in rates for 
others. The excesive high cost of operation, involved in setting up an 
individual rate for approximately 1,500,000 car owners, ultimately would 
cause an increase in rates instead of the decrease which the sponsors 
state will occur. Also because of the low expense allowance permitted 
on compulsory insurance there is no room for cut rates. 
2- Merit Rating. 
As of today it has been impossible to design a satifactory 
individual merit rating plan that would reward good drivers. The rea-
son is found in the fact that 93 per cent of the motorists of this state 
are accident-free in any given year, and the rewards for them would have 
to be extracted from the remaining 7 per cent motorists who were invol-
ved in traffic accidents. Consequently, any reward could never be a 
significant sum, besides the fact that the 7 per cent group eventually 
would be forced off the road due to the exaggerated premium charges that 
may be necessary to level on them, in order to pay the rewards to the ma-
jority of the insured motorists. 
3- A #50 or $100 deductible clause in compulsory policies. 
This proposal suggests the adoption of a de~uctible clause 
similar to that used with collision and upset coverages. This provi-
sion would be of problematic application because in compulsory insur-
ance we have a third party liability insurance contract, which affects 
the insurance company, the insured motorist and the claimant. 
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This deductible clause is undesirable because in many cases 
the accident victims would be obliged to wait long periods of time for 
payment of their legitimate claims, for the simple reason that the mo-
torists responsible for the accident refuses to pay the deductible. On 
the other hand, if the insurance companies pay the full claims and then 
proceed to collect the deductible from their policyholders, this would 
create a difficult situation between companies and their insureds be-
cause it is possible that the companies have to cancel the insurance for 
non-payment of the amount of this deductible. 
4- Insure-the-driver Plan. 
The proponents of this plan argue that insuring the driver in-
stead of the ca~the costs and consequently the rates would be reduced 
considerably. This is due to the fact that the costs can be spread over 
a greater area, since there are more licensed motorists than registered 
cars. 
In 1957 there were in Massachusetts about 2,150,000 licensed 
drivers and approximately 1,500,000, registered vehicles of all classes. 
Based on those figures, it is argued that the premium charge for driver 
insurance would only be 70 per cent of the present rate. * 
Three major objections have risen against this plan. First, if 
driver insurance is adopted it would compel more than half a million addi-
tional motorists in Massachusetts to buy the coverage, which is an action 
that the legislators would probably not assume. The second objection is 
that most families have only one car but several members of the family 
operate it. If each member needs to be insured, the total cost of insur-
* 9, P. 39 
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ance for the family would be far in excess of the actual cost of insurance 
written on a car basis. Finally, it is said that the plan would load the 
Massachusetts highways with uninsured motorists, due to the impossibility 
for the traffic officers to determine if a driver is insured or not. It 
has also stated that although the idea of insuring the driver rather than 
the vehicle is actually sound, there are legal obstacles in the way, the 
foremost being, "what to do with the residual ownership liability." * 
It has been suggested that the basic limits $5,000 ~ , $10,000 
could be increased to $10,000 and $20,000, because the former are ser-
iously inadequate to meet the higher hospital and medical costs of today. 
Also property damage coverage have been proposed to be made compulsory. 
These measures have been opposed at times by the insurance companies be-
cause of the increase in compulsory rates w~ich would result• Although 
the insurance companies would not be responsible for any rise in the com-
pulsory rates, they feel that in any event the blame would be put on them. 
The Actuary, Joseph Linder, in his study made in late 1957 for 
the special commission of the Massachusetts Legislature, stated the fol-
lowing: "Property damage and presently optional bodily injury coverages 
should be made compulsory, and assigned risks with bad accident or viola-
tion records should pay higher premiums than other automobile owners. *' 
Summary: 
The Massachusetts Automobile Compulsory Insurance System has 
been a controversial law the great merit of which lies in the fact that 
* 18, P. 8 
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it, for the first time, tried to solve the problem of the financial ir-
responsible motorist in a drastic manner, by requiring insurance from 
everyone who intended to put a car on the highway. Some of its defects 
can to a greater extent be traced to the lack of experience on the mat-
ter when the law was epacted, than to the fault in the principle itself. 
For example, the exclusion of property damage coverage from the law has 
increased the overall cost of operation of the compulsory system. It is 
said that in Massachusetts many accidents involving only property damage 
are faked in such a way, as to present the entire case as a bodily injury 
claim in order to collect under the compulsory bodily injury coverage, 
which must be carried by everyone. Other criticisms on the Massachusetts 
Act are aimed at features which the law originally had not intended to 
include. 
It is interesting to note that outside the field of the insur-
ance industry, the compulsory automobile insurance law has been accepted 
to a great extent by other interests, including the motoring public, with 
the only complaint on the rate level. 
After a study in 1953 the Wisconsin Legislative Council conclud-
ed ; 11 The compulsory law is quite acceptable and has worked in a satisfactor-
ly manner, although there was considerable agitation against high rates, 
especially in the Metropolitan Boston Area. 11 There was almost no feel-
ing that the law should be repealed. No basic changes have been made in 
the law since its inception, although it is true that between 1933 and 1951, 
15 bills were introduced into the Massachusetts Legislature incorporating 
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state insurance proposals of different kinds, but none of these, it is 
said, was a serious threat to the Plan. These conclusions are quite re-
markable in view of the consistent campaign against the law from the be-
ginning by a well organized and well financed bloc of insurance companies.t 
The enactment of the Uompulsory Law of New York, effective since 
February 1957, has become the final acceptance of the compulsory principle 
and an example to follow by other states. The proof of this is that the 
state of North Carolina enacted a compulsory law to be in effect as of 
January l, 1958, and )l states also introduced compulsory automobile lia-
bility bills, according to a report made by the law department of the 
Association of the Casualty and Surety Companies. ** 
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CHAPTER VIII 
CO~WULSORY AUTOMOBILE LIABILITY INSURANCE - PART II 
The New York Compulsory Automobile Liability Law. 
The New York Compulsory Insurance Law, or The Motor Vehicle 
Financi al Security Act, as it is also called, is the result of a vigor-
ous campaign for compulsory liability insurance by the New York Superin-
tendent of Insurance in those days, Alfred J. Bohlinger. In early 1950 
this campaign promoted public interest in compulsory insurance in New 
York, whi ch then extended to the rest of the nation. Bills proposing 
such a t ype of law had been defeated twice but the Compulsory Liability 
Law was finally passed in April 1956, to be effective February 1, 1957. 
It must be noted that since 1951 all New York car owners under 21 had 
been required to purchase bodily injury coverages. 
During the campaign to promote the passing of the Compulsory 
Act in New York, the law was strongly atta ckeq by the insurance industry, 
using arguments already employed against the Massachusetts Act. Many 
reasons were given for their position , but the principal ones have been 
the following: 
The insurance industry felt that such legislation endangere ~ 
certain fundamental principles such as: 1- The insurance business shall 
remaina privately operated, compet i tive industry; 2- Insurers shall have 
the right to make rates independently, and 3- Insurers shall be afforded 
freedom of policy coverage and se lection of risks, snd shall enjoy inde-
pendence in their classi fi cation plans and methods of operation. 
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With the enactment of the New York Compulsory Law the insur-
ance business is beginning to lose the battle of compulsory automobile 
liability, mainly because the public, the average motorist, · wants such 
laws to be promulgated. It is said that agents have found it difficult 
to influence the public against compulsory. They have never been able 
to answer the following type of complaint satisfactorily: 
"Every time I have had an automobile accident or any friend 
of mine has had one, the other fellow turned out to be someone with no 
financial responsibility. He has had no insurance, no money in the bank, 
no property of any kind. I carry full coverage automobile insurance and 
so do all the people I know, but whenever there is trouble the other fel-
low always turns out to be someone who doesn't carry it. If a compulsory 
automobile insurance law will clean up this situation, what is the matter 
with having one?" * 
The Motor Vehicle Financial Security Act of New York. ** 
Declaration of Purposes. 
The Legislature is concerned over the rising toll of motor 
vehicle accidents and the suffering and loss thereby inflicted. The Le-
gislature has determined that it is a matter of grave concern that motor-
ist shall be financially able to respond for damages for their negligent 
acts, so that innocent victims of motor vehicle accidents may be recompen-
sated for the injur y and financial loss inflicted upon them. The Legisla-
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ture finds and declares that the public interest can best be served in 
satisfying the insurance requirements of this article by private enter-
prise operating a competitive market to provide proof of financial se-
curity through the methods prescribed therein. 
The principal provisions of the Act are the following: 
1- The term 11 proof of financial security," shall mean proof of liability 
t o respond in damages for liability arising out of the ownership, main-
tenance or use of a motor vehicle as evidenced by an owner's policy of 
liability insurance, a financial security bond, a financial security de-
posit, or qualification as a self-insurer, according to the law. The term 
"financial security deposit 11 shall mean for each motor vehicle the deposit 
with the Commissioner of $25,000 in cash, or securities. 
2~ The limits of liability exclusive of interest and costs, required by 
the act, are: $10,000 because of bodily injury to or death of one person 
in any one accident, and subject to said limit for one person, to a limit 
of $20,000 because of bodily injury to or death of two or more persons in 
any · one accident. The law also includes property damage liability to a 
limit of $5,000, because of injury or destruction of property of others 
in any one accident. 
The automobile insurance policy need not be for a period co-ter-
minous with the registration period of the vehicle insured. The Act applies 
to motor vehicles within the state of New York, or elsewhere in the United 
States in North America, exclusive of Alaska, but including the Dominion 
of Canada. 
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3- No motor vehicle shall be registere d in the state unless the application 
for such registration is accompanied by pr oof of financial security which 
sha l l be evidenced by a certificate of insurance or other kind of evidence 
of fi nancial responsibility, as' requi red by law. 
4- I n order t o renew a re~tration, an application accompanied by a cer-
tificate, a registrat ion, or renewal stub in force immediately preceding 
the date of application for r.enewal, together with a statement of the ap-
plicant certifying that there is in effect proof of financial responsibili-
ty shall meet the requirements of the law. 
5- The owner of the motor vehicle shall maintain proof of financial securi-
ty continuously throughout the registration period. \1hen insurance i n re-
s pect to any motor vehicle is terminat ed by cancellation or failure to re-
new, the owner shall surrender fort hwith his registration certificate and 
number plates of the vehicle to the Commissioner, unless proof of financial 
securi ty othenrise is maintained in compliance with the Act. 
6- Notice of termination. 
No contract of insurance or renewal thereof for which a certi-
ficate of insurance has been filed with the Commissioner, shall be termin-
ated by cancellation or failure to renew by the insurer, unt i l at least 10 
days after mailing to the named insured at the address shown on the policy , 
a notice of te rmination. 
Upon termination of insurance by cancellation or failure to 
renew, notice of such a fact must be filed by the insurer with the Com-
missioner, no later than 30 days following the effective date of such 
cancellation or other termination. 
7- Revocation of registrations and driver' s licenses. 
The Commissioner will revoke the registration of any motor 
vehicle for which proof of financial security is no longer in effect. 
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If the Commissioner receives evidence that the owner of the vehicle re-
gistered in the state, operated or permitted to be operated the vehicle 
when proof of financi al security was not in effect, he shall revoke the 
registration of the vehicle, and the drivers license, if any, of such 
owner. If the vehicle was being operated by a person other than t he owner, 
the license of such a person shall be revoked. If the person at fault 
wa s a non-resident, all his privileges are revoked~ In the a bove cases 
the penalties imposed are a fine of not less than $100 or more than ~ 1,000, 
or the convi cted owner or driver may be i mprisoned for not more than one 
year , or both. 
8- The Act does not apply to any motor vehicle for which a permit or cer-
tificate is i n force pursuant to the Interstate Commerce Act, nor to any 
motor vehicle owned by the United States Government, any state or any 
political subdivision of any state. 
9- Rates. 
Under the New York System, rates will continue to be made by 
the insurers, subject to the approval of the insurance superintendent. 
The Legislature has gone even further, by declaring that nothing in the 
law shall be construed to effect any change in the application of the 
rating laws to automobile liability insurance rate-making, or to affect 
the development of various methods of doing or operating an automobile 
liability insurance business. 
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In reference to the danger of political interference in rate-
making, similar to that in Massachusetts, it was stated that Workmen's 
Compensation Insurance is compulsory in New York, and that the premiums 
of $)00 million annually are regulated in that state Without becoming a 
political issue. 
Comparison· of the Ne\'r York Compulsory Motor Vehicle Financial Security 
Act with the Massachusetts Compulsory Automobile Liability Insurance 
Act as they apply to the residents of each state, respectively. * 
1- Motorists subject to Requirements: 
New York. 
Massachusetts. 
All Ol'mers of motor vehicles registered in the state, and 
all owners and operators of motor vehicles used in the 
state, resident or non-resident. 
All owners of motor vehicles registered in the state. 
A non-resident can drive in the state for the same 
period a Massachusetts resident could in his home state 
without insurance up to )0 days. For longer periods, 
he must carry the equivalent of the Massachusetts Co~ 
pulsory Insurance Policy. 
2- Coverage Required: 
New York. Bodily Injury and Property Damage limits #10,000-$20,000 
and $5,000; coverage prescribed by regulation. Territory: 
Act is extraterritorial. The policy covers in the continen-
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tal United States and the Dominion of Canada, Alaska is 
excluded. Guest passengers are included in the coverage. 
Massachusetts. Bodily Injury only, with limits of $5,000-$10,000; coverage 
prescribed by statute. Territory: The public-ways of the 
Commonwealth, only. The guest coverage is excluded. 
3- Policy: 
New York.j Standard Provision Policy with usual rules pertaining 
to notice, cooperation, etc. Coverage 11A11 is bodily in-
jury and 11 B11 is property damage. 
Massachusetts~ Absolute policy; violation of terms by the insured does 
not relieve the insurance company from its obligations. 
In ,the Massachusetts policy, coverage "A" is the statu-
tory 5/10 limits; coverage 11 B11 includes; 11 B~ guest oc-
cupants, "Bl guests extra territory, and ·~ extra ter-
ritory for the compulsory coverage. The coverage "c" is 
property damage in the Massachusetts automobile policy. 
4- Termination and Registration: 
New York. Policy need not be coterminous with registration. 
Massachusetts. All policies are . coterminous with registration. 
5- Proof of Insurance. 
New York. Certificate of insurance, but after f irst year, upon 
renev1al of registration, statement by applicant that 
proof is in effect, shall meet the requirements of the 
law. 
I See Appendix 3, P. 177 
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Massachusetts. Certificate of insurance is always necessary in order 
to comply with the requirements of the Act. 
6- Notice of cancellation or termination of insurance: 
New York. 
Massachusetts . 
10 days notice to named insured required upon cancella-
tion or failure to renew by insurer. Upon termination 
by cancellation or failure to renew, notice shall be 
filed with Commissioner by insurer within )0 days after 
effective date. 
20 days notice of cancellation, with reasons, requir-
ed to other party and Registrar. Notice of intent not 
to renew to be given by insurer before November 169 Can-
cellation or refusal to renew reviewable by Board of Ap-
peal. In the above cases the insurance companies suffer 
penalties of assigned risks imposed by the Assigned Risk 
Plan. 
7- Expenses of Administration: 
New York. 
Massachusetts 
8- Penalties: 
New York. 
Asses sed against insurers . 
Expenses are paid out of general funds. 
Detailed penalty provisions relating to operation with-
out proof in effect, applicable to motor vehicles re-
gistered in Nev1 York or elsewhere. Violation results 
in revocation and is punishable as misdemeanor by fine 
of $100 to $1000 and or imprisonment for one year. 
M:assachusetts. 
9- Rate-making: 
New York. 
Massachusetts. 
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Operation without required proof is punishable by fine 
of $100 to $500 or imprisonment for one year. 
By the insurers. Subject to the approval of the Super-
intendent of Insurance. 
By the Insurance Commissioner. The insurance companies 
can only suggest what the rates should be. 
10- Supplementary Laws: 
New York. 
!-1assachusetts 
Financial Responsibtlity Law requiring security and 
proof after accident, and applicable to convictions 
and judgments, remains in force. 
In action against uninsured nan~esident court may order 
deposit of security. Right to operate in state suspend-
ed for failure to satisfy property damage judgment. 
There is a financial responsibility law in effect for 
property damage convictions, with a limit of $1,000. 
Operation of the Compulsory Law in New York. 
As previously seen, the Compulsory Law in New York was made 
effective in February 1957, and five months after that date Mr. Joseph P. 
Kelly, Motor Vehicle Commissioner, commented that the Compulsory Law was 
working well, and he released some data which are of importance to review. 
During the first four months under compulsory, there have been 
only seven uninsured accidents involving New York vehicles, compared with 
25,000 in the same period in 1956, when there was no compulsory law in 
effect. In 1955, 14% of the vehicles registered in New York were unin-
sured , but with the compulsory law it was assumed that only a fraction 
of 1% of the vehicles are operating at any time, without insurance. A 
random sample of 20,000 insurance certificates were verified, and neither 
was found to be fraudulent! In the first four months the Bureau issued 
56,849 revocation orders affecting registration p l ates and vehicles, due 
to notices of termination of insurance, but 13,472. were rescinded in the 
same period. Approximately ;,ooo insurance termination notices are re-
ceived by the bureau daily, but most of these are cancelled by new certi-
ficates of insurance, which is an indication that the car owner merely 
changed from one insurance company to another. Although it is permissi-
ble, under the comp~lsory law, to furnish proof of financial responsibility 
in other forms than insurance, in the four months period only 39 fleet opera-
tors have qualified as self-insurers, two persons have deposited $25,000 
in negotiable securities instead of insurance, 60 have put up financial 
security bonds, and one has filed a real estate bond. The remainder of the 
motorists have qualified with insurance. 
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It seems that the Compulsory Law began to operate during a 
period noted for an upward trend in the number of automobile accidents. 
The bureau's report in March 1957, showed that personal injury accidents 
totaled 12,104, up 6%; deaths 162, up 4%; and injuries 18,504, up 8%. 
The urban communities upstate had an 110% increase in fatalities. 
Involvement of out of state drivers in New York fatal accidents 
in March was about half the total of the previous year, and there was a 
reduction of involvement in property damage accidents. However, there 
were more out of state drivers involved in personal injury accidents. 
The report also showed t hat in 1956, under the Safety Respon-
sibility Law, the number of accident reports received by the bureau in-
creased by 7%, and was the highest figure since 1942, a total of 668,911, 
of these 96,5% were received with evidence of insurance attached, which 
is the highest percentage of insurance in any year. In 1956 registrations 
totaled 4,976,324, an increase of 168,577 over 1955. Driver licenses in 
force increased by 209,505, to a total of 6,409,684. * 
Of further interest are the results of the 11 month report on 
the Compulsory Law for the period from February 1, to De cember }1, 1957. 
The report shows that during this period only 129 accidents involving un-
insured motor vehicles registered in New York were reported to the bureau. 
As a result of these 129 accidents, the bureau revoked the registration 
plates and drivers licenses of 163 persons for one year. This total in-
cludes the drivers as well as the owners of the vehicles involved. As a 
• 15, P. 16 
comparison, in the same period of 1956, under the old financial responsi-
bility law, the bureau issued 69,912 registration and license suspensions 
against Ne\'T York residents as a result of uninsured accidents. 
During the 11 months under the Compulsory Law, the bureau also 
revoked non-resident privileges of 32,751 out-of-state drivers who were 
presumed to be uninsured at the time. The revocations were rescinded in 
11,365 of these cases, when proof of insurance meeting the New York require-
ments was submitted. • 
I n reference to the Automobile Compulsory Rates, New York is be-
ginning to have some difficulties. The National Bureau of Casualty Under-
writers and Mutual Insurance Rating Bureau on October 15, 1957, asked the 
superintendent for an average statewide increase for Bodily Injury and Pro-
perty Damage combined, of 9.5 % for private passenger cars and 5-9% for com-
mercial cars. The companies based their contentions on the grounds that 
in 1956 they suffered an underwriting loss of approximately $24,ooo ,ooo, 
on their automobile liability business, and that conditions had grown worse 
in 1957 due to a continuation of rising claim costs and high claim frequency. 
The superintendent disapproved the proposal .in November 12, and the National 
Bureau maintained that its filing was proper and met the standards of the 
law. The insurers stated that they would take the necessary steps to obtain 
a prompt court review of their application for increased rates. •• 
The Superintendent Leffert Holz of New York gave various reasons 
for denying the rate increase, such as those indicated on the follo\'ring page. 
"' 21' p. 12 
** 17, P.l 
1,?8. 
The proposed rate level changes for automobile liability in-
surance covering private passenger cars were predicated upon the loss 
experience for the policy years 1955 and 1956, as of December ,?1, 1956. 
\ihile the experience for 1955 included estimates as well as developed 
losses to December 31, 1956, the experience for the policy year 1956 
was largely based upon loss estimates, and on very little use of deve-
loped losses. 
Mr. Holz stated that in his opinion the period used was too 
limited and did not constitute a sufficiently credible base, because use-
ing only the two most recent years involves the utilization of a great 
proportion of estimated losses. But if a longer period were used as a 
base, it would undoubtedly result in a more reliable loss experience, 
since it would give greater weight to actual developed losses. He also 
commented that the loading for general administration expense was pre-
dicated upon an unsound basis. Finally, Mr. Holz gave the reason that 
the Compulsory Automobile Liability Insurance Law had only been in force 
since February 1, 1957. This short period had not afforded sufficient 
opportunity to observe the results. The effect of the greater number of 
automobiles insured under compulsory insurance, on the cost of losses, had 
not Been evaluated and reflected in the figures submitted in support of the 
riling ror increased rates. * 
The insurer s had a hearing in January 1958, in order to present 
their cases that would be taken to court . The purpose of the hearing was 
to present evidence to prove that the Superintendent was wrong in his 
disapproval of rate increases. 
* 16, P. 2 
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Two weeks after the hearing, on January 22, the New York depart-
ment rejected the rate increase which the companies had asked for a second 
time. The reasons given for turning down the application were about the 
same as those given on November 12, when the Superintendent first disap-
proved the filings made by the National Bureau of Casualty Underwriters. 
The decision also pointed out that from .a study made by the department, and 
introduced at the hearing, cleared beyond question that all the insurance 
companies were in a financially sound situation. The evidence on loss ex-
perience presented by the bureau, and based on the policy year of 1955 - 1956, 
was again attacked by the Superintendent who stated that, 11 A more realistic 
and credible base would be the loss experience for the policy years 1952 
through 1956, which reflects a more mature development on a far lesser de-
gree of judgment factors, and on a five year basis the present rates are 
entirely adequate. tt • 
The bureaus promptly indicated they would appeal the decision 
made by the Superintendent to the Ne,., York Supreme Court. If both sides 
agreed, the case then could be taken to the appellate division. Early in 
February the National Bureau of Casualty Underwriters filed a peti tion·· of 
review to the Supreme Court in Albany. At the present there has been no 
decision on this matter. 
In this issue pertaining to the increased rates in New York, 
the insurers 1 view point was explained by Mr. \{i.lliam Leslie, General 
Manager of .Casualty Underwriters, in a statement made public after the 
rate disapproval. He said that in 1956 the National Bureau insurers 
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lost more than $24 million in the automobile liability line in the state 
of New York, and preliminary indications predict a much larger loss in 
1957. Average claim costs have increased 6% a year for 10 years, bodily 
injury claims settled in 1956 are 90% above 1946, and property damage 
claims 7)% higher. The department's statement that the experience of the 
past five years to predicate the rates are entirely adequate, ignores co~ 
pletely that the statutory standard of adequacy of rates must be referred 
to the period in which rates are to be effective. The law specifically 
requires that not only past but prospective experience as well should be 
taken into account. With average claim costs and accident frequency ris-
ing year after ¥ear, it is highly improper to use antiquated past experi-
ence as a basis for future costs. This has never been done in New York. 
Mr. Leslie also stated that in the first six months of 1957, including 
five months under the compulsory law, the loss experience showed the need 
for a 14% increase instead of the modest 9.5% asked. • 
Aside from the rate issued, the compulsory automobile law in 
New York has had an important development. At the beginning of 1958, a 
bill was introduced in the New York Legislature for an Unsatified Judg-
ment Fund to remedy the deficiencies in compulsory, such as hit and run, 
accidents, stolen cars, out of state, and paying the innocent victims of 
negligent uninsured drivers. 
In early March the New York Assembly passed a bill by a vote 
of 1)1 to 9, to set up the indemni ty fund, raised from contributions made 
by the insurers in relation to their automobile liability writing in the 
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state from which victims of uninsured motorists would be compensated. • 
In summary, it can be said that the New York Automobile Insur -
ance Compulsory Law is a fair law. Its administration placed an added 
expense burden on companies and producers a like, but from the broad view-
point it would seem to be legislation entirely in the public interest. 
* 24, P. 1 
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Compulsory Automobile Law of North Carolina . 
At this time it is of interest to review the Compulsory Law of 
North Carolina, the third state in the United St ates to adopt such a type 
of financial responsibility law. 
In June 1957 the North Carolina Legislature passed the Co~ 
pulsory Law which became effective January 1, 1958, and runs to May 15, 
1961, renewable by the legislature. The passage of the compulsory law, 
surprised most observers. Apparently it was the strong and aggressive 
support of the measures provided by the farm bureau and state grange , 
powerful politically, whose local chapters bombarded the legislature 
with telegrams . *' 
In general the North Carolina legislation follows the New 
York compulsory measure. During its passage through the legislature it 
\'las subject to numerous amendments. A summary of the Act is given below: 
This is an Act desi gned to encourage and promote financial 
responsibility of owners of motor vehicles. 
1- All self-p ropelled motor vehicles, in order to be regi stered in the 
state, the owner at the time of regist ration must show proof of financial 
responsibility. Proof of financial responsibilit y can be evidenced in 
any of the following ways : certificate of insurance, certificate of a 
financial security bond, financial security deposit, or by qualification 
as a self- insurer . 
* 14, P. 1 
The owner of each registered motor vehicle must maintain proof 
of financial responsibility continuously throughout the period of registra-
tion. If insurance is the type of proof used, the policy does not need to 
be written for a period coterminous with the registration year. If the in-
surance is cancelled, the car owner must surrender the registration certi-
ficate and plates, to the department of motor vehicles. 
2- The insurance companies must give the named insured, a notice of ca1~ 
cellation or intent not to renew of at least 15 days. Also notice of 
such cancellation or failure to renew must be mailed by the insurer to 
the commissioner of motor vehicles not later than 15 days following the 
effective date of such cancellation. The department of motor vehicles 
upon receipt of notice that the proof of financial responsibility is no 
longer in effect, will revoke the registration of the vehicle affected. 
)- The penalties for an owner of a vehicle registered in the state, who 
operate or permit to operate such vehicle without the required proof of 
financial responsibility, are a fine not to exceed $50 and not less than 
$10, or imprisonment not to exceed 30 days. The penalties for any person 
who gives false information, forge or sign without authority any evidence 
of proof of financial responsibility shall be fined not more than $1 ,000 
or imprisoned for not more than one year, or both • 
. 4- The Act does not apply to any motor vehicle owned by the state or by a 
political subdivision of the state, nor to any vehicle owned by the govern-
ment. 
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5- The Commissioner of Insurance is directed to establish the rates . The 
rates must be made in such a way as to distinguish between classes of drivers 
having safe driving records and those having a record of accidents, in or-
der that the drivers with good records shall not be subject to unreasonable, 
unfair and discriminatory rates. 
As expected, the assignments of automobile risks increased in 
North Carolina with the compulsory law. Last September the assigned risk 
plan began to feel the effect of the impending compulsory legislation. 
Starting with the week of September 2, when the plan received 676 appli-
cations, the volume steadily has climbed until in the week of February ~' 
1958, the number was 5,508. In 1956 the plan made 25,100 assignments to 
member insurers . From September 2 through the week of February ~ of 1958 
the total was 45,085 applications. The farm area has produced most of the 
new automobile insurance as a result of the compulsory law, but the assign-
ed r isk applications have come pretty much from all over the state. * 
* 22, P. 18 
CHAPTER IX 
CONCLUSION 
As already seen in a previous chapter, the Costa Rican Law 
grants absolute right to sue a negligent party in order to collect for 
damages, but in cases dealing with traffic accidents only a small percen-
tage of the victims are able to collect the full amount of their indemni-
ties. There are no actual statistics; only the estimates from the Nation-
al Insurance Institute's Legal department which show that at least half 
the number of victims do not bring suit. The reason for this attitude 
is not only the fact that the Costa Rican people are not yet liability 
minded, but principally because of the lack of financial responsibility 
on t he part of the defendant which decidedly discourages any prosecution. 
Today the financial irresponsibility of some car ovmers has be-
come to be considered practically a defense in their favor. There have 
been cases where people registered their cars using the names of minors 
or other individuals who have no financial assets of their own, in order 
to escape eventual responsibilities. A ca r can be impounded, but in most 
cases its value is not sufficient to cover for cost of the indemnities, 
and the incumbrances which are not unusual in such situations. 
This social problem has been getting steadily worse in recent 
years, due to an increase in the number of traffic accidents. In 1956, 
1291 people were i njured as a result of accidents involving motor vehi-
cles, which includes 44 deaths. This signifies that one person out of 
every 780 became a casualty of automobile accidents. 
The following table explains the present situation: 
TABLE X 
Number of victims of automobile accidents 
in Costa Rica 
Yee.r Persons Persons Persons Total 
Killed Critically Slightly 
Injured Injured 
1954 45 320 543 908 
1955 26 338 448 812 
1956 44 546 691 1,281 
1957 50 366 876 1,292 
•source: 27. 
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The significant points illustrated by the table are the following: 
1- The number of persons killed and persons slightly injured showed a slight 
decrease in 1955, but the number of persons critically injured rncreased. 
2- 1956 wa.s a year which showed a sharp increase in the number of accidents, 
and therefore in the number of victims. 
3- 1957 shows that the trend initiated by the preceding year continued to 
be noted. 
4- It should be observed that the figures indicated by this table correspond 
to accidents actually reported to the Traffic Department and henceforth form 
only a part of the history. 
The figures shown are considerably high for such a small nation 
as Costa Rica, which has a population of only one million people, )0,000 
registered motor vehicles, and a network of roads comprising of about 
10,000 miles, of which at least 50% are passable only during the dry season. 
The roads in the central plateau of the country are all .paved and passable 
during the entire year, thus the greater amount of automobiles are concen-
trated in this area which is about 3,500 sq. miles and where the economic 
life of the nation has developed. This condition has resulted in a heavy 
accumulation of risks in a small area, and consequently 90% of the accidents 
in 1957 occurred within that zone. Passenger automobiles were involved in 
55% of the cases. 
This situation is also adversely affected by the increase in the 
number of automobiles on the roads. Between the years 1955 and 1956 the 
rate of increase was 34%, and it is estimated that this percentage will 
remain at least at this level in the future due to the modernization of 
the road system in the entire country, the completion of the Pan-American 
Highway, and the higher buying power of the people. It is an accepted 
fact that the number of accidents is directly related to the number cf 
units of exposure, in this case the number of cars on the road, and itoan 
be fairly assumed that traffic accidents in Costa Rica will climb every 
year, instead o~ diminishing . The problem is aggravated by the lack of 
appropriate traffic regulations and strict enforcement of the law, although 
it is true that in the last years this condition has i mproved. Traffic 
problems have been multiplying because the streets and roads are inade-
quate to accommodate the ever increasing number of vehicles. 
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I n as much as a program of traffic accident prevention needs t o 
exist and should be enforced , it is also necessary today to have the ade-
quat e means to compensate the innocent victims, and in this respect Costa 
Rica has no specific laws to protect the rights of its citizens. The prob-
lem has become critical since the financial losses are brought to bear upon 
t he entire country through the welfare organizations. This is so because 
the accident and hospitalization insurance is not sufficiently extended 
and the victims have to take recourse to their savings or family for assis-
tance. A high percentage of these victims are unable to pay the medical 
and hospital bills, and they must be cared for free of charge by the social 
institutions and government hospitals . This refers to the greater part of 
the injured pedestrians who constitute about 50% of the total victims. The 
tragic consequence of this situation are the economic difficu l ties for a 
family when the head of the family is injured in an accident and unable to 
return to work, or in cases when victims are impaired for life. Such fi-
nancial losses are seldom compensated today, due to the lack of financial 
security on the part of the car o~mers. 
The Proposed Plan. 
The general plan which I shall propose to solve the problem 
of the financially irresponsible motorist in Costa Rica, is a combina-
tion of various systems tried in the United States, which is felt can be 
adequatelJr applied in Costa Rica or any other Latin American country. 
My intent : ons are not to deviate from the liability or negligence prin-
ciple; although the doctrine of "liability without fault" l'tould be highly 
attractive to many, it seems to me that negligence must always be a pre-
requisite to recovery . 
The liability \'Tithout fault or automobile compensation insur-
ance system contains a number of flaws which have already been discussed 
in Chapter VI. The principal fault is the possibility that the safety 
habits of the motoring public be adversely affected by the fact that 
everyone may collect even for his own injuries , regardless of fault. In 
my opinion, this sole defect of the principle is sufficient to bar it from 
any plan for the moment. On the other hand, even though Costa Rica has 
nationalized the insurance business, at this time it is not uise t o go to 
such extremes by choosing this pure socialistic solution to the problem. 
It is best to gain experience first by the plans already developed and tried 
under the free enterprise system. After all, no small nation should risk 
its economic resources trying to be a welfare state. 
The Program which would be most beneficial to adopt in Costa 
Rica consists of the following: 
1- Compulsory Automobi le Liability Insurance, of the New York type. 
2- Unsatisfied Judgment Fund. 
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)- I mp oundment Law. 
4-Point System combined with a strict enforcement of the traffic laws and 
no-fixed traff ic violations procedure . 
5- Other measures such as stricter requirements to obtain a drivers l icense, 
and safety education programs. 
Analysis of the Proposed Plan. 
Compu lsory Automobile Liability Insurance. 
A law of this type should be the basis of the Plan, since it 
is the most direct method to raise the number of insured automobilists. 
Estimates show that only )5% of the private passenger automobiles, and 
)2% of other classes of motor vehicles, are actually insured. These fig-
ures are a further indication of the lack of financial responsibility of 
a l a rge number of car owners who constitute the group which most are in 
need of the protection afforded by insurance. If they are reluctant t o 
~ty insurance, the state must intervene in order to solve the social con-
sequence of the shortsightedness of such individuals. In this respect, 
compulsory insurance is the ideal choice for Costa Rica, being of co~ 
plete a cceptance because it would not present the problems which the in-
surance industry in the United States claims to exist. This is particu-
larly t rue in reference to the principal criticism against the compulsory 
system , 'ihich is that it encourages the state to nationalize the automobile 
insurance business. In Costa Rica this criticism has no value due to the 
present status of the insurance business~ 
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The Compulsory Automobile Liability Insurance Law for Costa Rica 
should include the following provisions: 
1- The Act shall apply to all owners of motor vehicles registered or used 
in Costa Rica. Non-residents can drive in the country for a maximum of 
)0 days, thereafter they must comply with the present law. 
2- The limits of liability required by the compulsory law are : bodily 
injury 10,000 and 20,000 colones, and property damage 5,000 colones, Costa 
Rican currency . Although these sums converted to U. S. dollars give a 
modest amount compared to the United States standards, in my opinion they 
are more than enough to meet the requirements , due to the lower overall 
cost of claims in Costa Rica. It should be noted that the leve l of court 
verdicts is limited by the general economic conditions of the country. 
)- The Proof of Financial Security means proof of ability to pay damages 
for liability arising out of the ownership, maintenance or use of a motor 
vehicle. Such proof can be evidenced by an automobile liability insurance 
policy, or a depos i t of cash, securities, or government bonds, for an a-
mount of 25,000 colones for each vehicle o~med. Such deposits should be 
made with the Central Bank of Costa Rica, and maintained continuous ly 
throughout the period of registration. 
4- The insurance policies must be made coterminous with registration , 
and if the insurance is cancelled or terminated, the car owner must sur-
render the registration certificate and plates to the Traffic Department. 
In Costa Rica it would be advisable to have all policies coterminous with 
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registration in order to have a better control, and avoid the operation 
of uninsured automobiles. The problem created is not too great if the 
registration date is fixed at a time other than December )1st. 
5- The National Insurance Institute must give the named insured a notice 
of cancellation or intent not to renew of at least 15 days. It is also 
necessary to give notice of such a change to the Traffic Department so 
they can simultaneously revoke the registration of the vehicle affected. 
Cancellation or refusal to renew can· be reviewable by the Court of Appeal, 
which must solve the case in the following ten days from the date of appeal. 
6- The penalties for persons who operate or permit to operate an unregis-
tered motor vehicle or infringe the compulsory law in any other way must 
be a fine of at least ten times the insurance premium that such· a person 
would have to pay if the vehicle were registered, and the convicted car 
owner or driver may be imprisoned, or both. 
7-· The Act would not apply to motor vehicles which run on rails, or tracks, 
bicycles, vehicles designed for use off the roads or highways such as farm 
machinery and construction equipment. All other classes of motor vehicles, 
including those owned by the government, municipalities or political sub-
divisions, hospitals and charitable institutions must comply with the co~ 
pulsory law. The Act will not apply in cases when the motor vehicle is 
being operated without the owne·r's permission. 
8-. The National Insurance Institute shall have the sole right to make 
and establish the compulsory rates, which must not be excessive, inade-
quate or unf airly discriminatory• the Institute also reserves the right to 
ask Congress for revision or changes in this law, as experience indicates 
convenient. 
9- No motor vehicle shall be registered by the Traffic Department, .unless 
the application for such registration is accompanied by a .certificate of 
insurance, or proof of other financial security as required by the Act. 
1o- The Institute must have the right to deny liability if the terms of 
the policy :are violated by the insured, such as lack of cooperation, false 
statements, etc. In order to maintain a favorable loss ratio, it is neces-
sary for the Institute to have enough control over its underwriting policies. 
For exa~ple , such exclusions as the drunken or drugged drivers, flagrant 
traffic vi olators, and non license oper ators must apply in all instances, 
a lthough the autpmobile liability policy is a contract to indemnify third 
parties . This is a convenient measure so t he Institute can enforce the 
policy r egulations and provisions; i t a l so serves t o di scourage reckless 
driving by operators ~ho may feel that even t hough they have bad habits 
on t he road , they are always protected by their policies. The Unsatisfied 
Judgment Fund , which will form part of the law will compensate the victims 
of accidents not covered by the Institute, due t o t he preceding provision. 
The Fund is then subrogated so as to collect from the motorists at default 
for a ll the indemnities paid on his behalf. In practice the Institute 
could only deriy liability in a few instances, but the presence of this pro-
vision in the law would have beneficial effects. 
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An important factor in the establisbme:nt of the Compulsory Insur-
ance Law in Costa Rica is the revision of' its pre·sent· automobile policy. In 
this respect it is important to note that all the suggestions made are bas-
ed on the premise that the changes and improvements of the contract, refer-
red to in Chapter IV, are adopted at the same time. 
While analyzing the Costa Rican policy it was explained that 
coverage B covers liability for bodily injury to passengers only, and this 
is excluded from coverage A; at that time it was suggested to eliminate this 
coverage by adopting the most convenient public or livery conveyance exclu-
sion. If the Costa Rican Automobile Policy is not changed according to my 
specifications, in cases of accidents involving two or more automobiles, 
the injured occupants would not be covered unless coverage B is carried by 
the negligent party. This being the case, coverage B must be made compulsory. 
Another point is the situation of the guest occupants and passen-
gers for hire, in reference to their legal rights to recover under the pol-
icy, for damages caused by the negligent operation of the motor vehicle. 
If the compulsory law includes liability for guest occupants, then coverage 
B must be made compulsory. This situation would be most serious in the case 
of public automobiles, because the passengers are entitled to a greater de-
gree of care and protection from the part of the owner and operator of the 
public vehicles • The proof of financial security to respond for injuries 
to passengers undoubtedly must be required by the compulsory law, and in 
some cases it would be most convenient to require a higher limit per acci-
dent. A great part of the problem presented by the guest occupant can be 
eliminated if the medical payments coverage is adopted in Costa Rica which 
would greatly benefit the public and the Institute. 
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The Unsatisfied Judgment Fund. 
An Unsatisfied Judgment Fund, as discussed in a preceding ChaP-
ter, consists of an accumulation of :f'unds on the part of the state, in order 
to pay unsatisfied judgments arising out of motor vehicle accidents. Under 
the suggested plan for Costa Rica it is necessary to have this type of a 
Fund so as to complete the protection afforded by the law, as described in 
the following: 
a- Close the gaps of the compulsory law, or in other words, the Fund will 
cover cases excluded from the compulsory law, such as accidents caused by 
hit-and-run drivers, stolen cars·, and damages resulting from the negligent 
operation of cars from other countries, when operated in Costa Rica by fi-
nancially irresponsible motorists. 
b- Gives the Institute freedom of action, in reference to its underwriting 
procedures. As explained, it is of importance for the Institute to have 
the right to deny liability when there is a breach of some of the policy 
conditions, and not be obligated by the compulsory law to accept most of 
the claims. The only way to accomplish this is to have an independent 
Fund which can indemnify the injured parties·, and then be subrogated of 
·their rights in order to seek reimbursment of the sums paid. It must be 
noted that this condition does not indicate that the· Institute is going to 
follow a tight claims policy. The principal purpose for this measure is 
to serve as a warning to the motoring public in the sense that, to carry 
insurance, is not a license to coimllit crimes on the road. 
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Important ProTisions of the Fund. 
1- !he Fund would be financed by the government in any of the following 
ma.tmers: :ey· a special tax on the impo.rted automobiles, and the fines 
imposed upon reckless automobilists; directly subsidized by the govern-
ment, sharing the national budget, or the Fund could be raised from the 
75% of the Institute's profits, which go to the government. In any case, 
an attempt should be made to avoid having t he Fund financed by contribu-
tions assessed directly on the motorists, or its cost carried entirely 
by the Institute. This situation would give place to a great inequity 
with the insured motorists, since it would resu lt in higher rates and 
cost. for them. 
2- The administration of the Fund should be put in t he hands of a special 
cammittee .formed by the representatives of the Institute , Traffic Depart-
ment and the Judicia l Power of the country. 
}- The limits of liability for bodily injury and property damage should 
be similar to that · of the compulsory law, 10,000 .... 20,000 and 5,000 
respectively in Costa Rican currency. In ·my opi~ion it is desireable to 
include a deductible in all cases, in order to discourage nuisance claims. 
4- The residents o~ Costa Rica and owners of vehicles registered in Costa 
Rica, Will be the only persons qualified to make claims under the Fund. 
But reddeht.s of neighboring countries could be· ~overed if at the time 
of acctdent. ·tbere eXi•t reciprocal arrangements with their countries which 
·haTe similar lawa. 
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5- The Fund should limit its benefits to those claimants who can prove that 
they were unable to collect for damages caused by automobile accidents which 
were legally due them, through insurance or other means. . The coverage ia 
for the insured motorists and pedestrians; uninsured automobilists should 
have no rights to recover for damages under the Fund. A few other cases 
should be excluded :f'rom benefits, such as those covered by Workmen's Cam-
pensation and when. the claimant is the spouse, parent, or child of the pel"-
son against whom judgmerit was obtained. Subrogation rights will be granted 
to the P'und, but no one should have such rights againat the Fund. 
6- The Fund will have the right to instruct the Traffic Department to sua-
pend t he driver and registration licenses, of an operator in default with 
the Fund, for the time that such default exists. This is very important in 
order to compel motorists to make arrangements to reimburse the Fund, of 
.ums paid on their account; such cases may result in instances when the 
Institute denies liability due to same breach of the policy conditions. 
I 
Impoundment Law: 
This law which states that in automobile accidents involving mo-
toriats with no financial responsibility, the motor vehicle may be held by 
the authority and auctioned, should work well in Costa Rica. This is prima-
rily due t o the high value of moat automobile s and t he low cost for storage; 
if t he seized car has t o be sold to satisfy a judgment, this would give an 
adequate sum to cover the most primordial claim. It is necessary to include 
this statute i n t he program i n order to make r ecover y possible in cases iD-
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volving automobiles belonging to other countries driven in Costa Rica, ea-
pecially those accidents occurring within the }0 days limit allowed foreign-
ers. It is also appropriate to assure ·recovery for the Unsatisfied Judgment 
Fund, for such .ums paid on behalf of irresponsible motorists. In these 
particular cases, it is of maximum interest for the law to give priority of 
recovery to the injured parties, above any encumbrances or debt that the au-
tomobile may have. This impoundment Statute must be strictly enforced. 
Point System: 
It should be a generally accepted axiaa that driving is a pri-
vilege not a right and that this privilege should be suspended or revoked 
when an individual's traffic record is consistently poor or gives evidence 
of deterioration. But too o:f'ten thecitizens do not understand this and 
then the state must intervene, and pass lava to keep the · repeated traffic 
yiolators off the roads and to outlaw the possibility of fixed tickets. 
For this reason, the Plan for Costa Rica would be. incomplete if a point 
system is not included in the law. Under such a system accumulative data 
will be maintained of unsatisfactory record per-formance for each car owner, 
and as their record becomes worse, appropriate action would be taken by the 
Traffic Department. There may be a mere warning, .a guidance type of con-
ference, license restriction, license suspension and finally revocation. 
The points should be given for all violations, no minor infractions such 
as defective lights, autanobile equipment or parking violations. The scale 
to be used should be the result of a serious study on the part of the Traf-
fic Department. In order to form the basis of assessing these points, it 
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is interesting to review the system of Connecticut, one of the leaders in 
its use, and also one of the more successfUl in obtaining good results. • 
The schedule used is the following: fatal accidents or operating under the 
influence of liquor, 10 points; evading responsibility or racing, 8 points; 
operating under suspension, 7 points; reckless driving, 6 points; reckless 
driving if no evidence of liquor, accident or speed, 4 points; speeding or 
violation of the rules of the road, ; points; passing standing school bus 
and all other convictions for moving violations, 2 points; and police or 
inspector's warnings, a proven complaint of moving violation ¢r accident 
involvement with no conviction, 1 point. In Connecticut the points are 
accumulated for a five year period. When a motorist has accumulated three 
points he receives a warning letter; five points, a registry conference; 
seven points, hearing at which license is usually suspended, the minimum 
period of suspension being five days. 
With a similar system the Traffic Department would have an accum-
ulative total of every individual's record based on concrete information 
which can be used for comparison purposes and corrective action. I believe 
that in Oosta Rica it would be advisable for the present to have a period 
of only 2 years, in order to accumulate points. It must also be pointed 
out that of the utmost importance here is the strict non-fixed tickets pro-
cedure. Finally, it would be advisable to include provisions dealing with 
the rehabilitation of the careless driver. 
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Another fact which deserves consideration is the use of the 
Point System in providing a basis for demerit rating for compulsory in-
surance. If the Institute decides to put ~his measure _ into effect, the 
points which will influence the rates should be those charged for the 
most serious infractions. The idea is that only the extra hazardous risks 
are worthy the work and cost of calculating and adjusting the pr~iums for 
individual policies. 
It has been argued that on- merit rating the ~ccident-prone dri-
vers are the minority, at most 10% of the total, and that any surcharge 
levied on them is not sufficient to pay for their claims. . Also if the 
' reward for the good drivers has to be obtained from that surcharge, the 
premiums for the bad drivers would reach prohibitve levels. This ia par-
ticularly true for Costa Rica, due \o the limited number of' insured auto-
·mobiles. In my opinion a better approach would be to implant deductible& 
on the policies of those drivers who show bad traffic records; this would 
be a more practical step and would constitute a most direct way to call 
the attention to this group of insured motorists. 
In addition to the discuased parts of the Plan, there are a few 
other measures which are necessary to adopt in order to give a maximum 
affectiveneas to the propos~ · Bill. For example, it is essential to en-
force stricter requirements to obtain a driver 1 s license. At present the 
Traffic Department gives two types of tests to the applicants for drivers 
license·; ·one is a short quiz on traffic regulations, and the other is a 
test on the driving abilities. Of these teats the first needs to be · 
changed adopting a more comprehensive set of questions. It would be to 
advantage to publish a booklet similar to that used in Massachusetts 
in order to prepare the applicant for this type of examination. 
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There is one last measure which needs to be given the maximum 
attention, and this is the promotion of safety education programs. Today 
the National Insurance Institute is engaged in a program of this kind 
through the radio and other mean8 of communication. But such efforts 
should be assisted by other government institutions extending such pro-
grams to the schools and colleges as part of an integral plan for education 
of the public in all tratfic problems and regulations. 
Effects of the proposed compulsory law on the automobile liability rates. 
The rates are one of the most important issues the Institute 
must consider, if a compulsory law is to be established. In Oosta Rica 
only ~5 per cent of the passenger automobiles are insured and this figure 
will suddenly rise to include the total number of cars in the country, if 
the law is made effective. This will cause a problem never experienced 
before with the strong possibility of an increase in the claim frequency, 
because the new group of insured motorists undoubtedly will include sub-
standard risks. The Institute should be compelled to accept such risks, 
at least at the beginning of the operation of the law, because it has had 
no experience vi th them and for that reason no grounds to deny insurance:'. 
under the special provisions of the law. Due to such characteristic sit-
uation, under no circumstances should the current automobile liability 
rates be used to issue compulsory insurance. This would give way to high 
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underwriting loaaes and instability of the rate level, and frequently it 
will be nepessary to promulgate increases of the automobile premiums. 
There also exists the additio.nal danger that this may occur during an 
early stage when the compulsory law needs to gain the public 1 s confidence. 
In order to overcome this inconvenient problem, the Inatitute 
must start a study for the computation of the new compulsory rates allo""" 
ing enough time before the law is made effective, and made ready in order 
to insure all compulsory buainess as it arrives at the Institute. 
A rate calculation as that suggested, is not a difficult task 
today, because the Institute could use all the statistical data available 
from government sources. Such data includes number of accidents, number 
of injured persons, cause of such accidents, etc. The probable cost of 
claims could be accurately ~stimated from the ·Institutes own statistics 
and in that way arrive to a . pure premium which would be adjusted by using 
a neceuary degree of judgment. To this pure premium would be added the 
expense portion, in order to have the premium chargeable to the individual 
risks. A method somewhat similar to this could solve the problem for ade-
quate compulsory rates; in the meantime the Institute can ·gat.her enough 
data on the compulsory business, to base the future rate-making on such 
experience. 
The administration of the compulsory law will unquestionably 
place an added burden on the Institute, and should. be considered in advance 
and with sufficient .time• For example, it is apparent that the compulsory 
law will increase· all phases of the clerical work. In this respect, the 
Institute must take all necessary steps to be prepared to receive the 
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large quantity of applications for compulsory insurance, and set rules 
in the procedures dealing with automobile registration. Agent's commis-
sions is another factor which should be studied in the light of the new 
Act. This is a delicate issue because it is possible that there may be 
claims that commissions on compulsory business must be cut in order to 
maintain low rates. 
Summary. 
The Plan explained here in detail is, to the best of my 
knowledge, the most desirable approach to solve the problem of the 
financially irresponsible motorist in Costa Rica. 
The outline of the Plan in reference has been made · balancing. 
the shortcomings of the different systems tried today and for which es-
sential provisions haTe beet! included to minimize the danger pointed 
out by the critics of this type of law• The National Insurance · Insti-
tute, in this respect, has the sole right and voice in the rate making 
process and over commission allowances. It is my belief that politics 
in Costa Rica will never play a major role in these important functions. 
The claim frequency is expected to rise, but such increases can be· kept 
to tolerable limits, if the Point System and strict enforcement of the 
traffic regulations are adopted as part of the Act. 
Finally it must be recognized that the solution to the prob-
lem in reference is not an easy one, and that the Plan will possibly 
164. 
need adjustments from time to time to cope with the changing or any 
new aituation that may arise. In regard to this point, the Institute 
enjoys a privileged position because, being the highest .authority on 
insurance matters in the country, it can advise aongress on the necessary 
Bills which they may feel essential to introduce. 
It is the writer's hope that this study will prove to be an 
acceptable basis on which the Costa Rican legislators will consider to 
exeeut~ a law entirely in the public interest. 
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The Insurance Company Whose Name Appears on the Declarations Page Forming a Part of This Policy 
(A stock insurance company herein called the company) 
Agrees with the insured, named in the declarations made a part hereof, in consideration of the payment of the premium and in reliance 
upon the statements in the declarations and subject to all the terms of this policy: 
PART I-LIABILITY 
Coverage A-Bodily Injury Liability; 
Coverage B-Property Damage Liability 
To pay on behalf of the insured all sums which the insured shall 
become legally obligated to pay as damages because of: 
A. bodily injury, sickness or disease, including death resulting 
therefrom, hereinafter called "bodily injury," sustained by 
any person; 
B. injury to or destruction of property, including loss of use 
thereof, hereinafter called "property damage"; 
arising out of the ownership, maintenance or use of the owned auto-
mobile or any non-owned automobile, and the company shall defend 
any suit alleging such bodily injury or property damage and seeking 
damages which are payable under the terms of this policy, even if 
any of the allegations of the suit are groundless, false or fraudulent; 
but the company may make such investigation and settlement of any 
claim or suit as it deems expedient. 
Supplementary Payments 
To pay, in addition to the applicable limits of liability: 
(a) all expenses incurred by the company, all costs taxed against 
the insured in any such suit and all interest on the entire 
amount of any judgment therein which accrues after entry 
of the judgment and before the company has paid or ten-
dered or deposited in court that part of the judgment which 
does not exceed the limit of the company's liability thereon; 
(b) premiums on appeal bonds required in any such suit, pre-
miums on bonds to release attachments for an amount not 
in excess of the applicable limit of liability of this policy, 
and the cost of bail bonds required of the insured because 
of accident or traffic law violation arising out of the use of 
an automobile insured hereunder, not to exceed $100 per 
bail bond, but without any obligation to apply for or furnish 
any such bonds; 
(c) expenses incurred by the insured for such immediate medical 
and surgical relief to others as shall be imperative at the 
time of an accident involving an automobile insured here-
under and not due to war; 
(d) all reasonable expenses, other than loss of earnings, incurred 
by the insured at the company's request. 
Persons Insured 
The following are insureds under Part I: 
(a) With respect to the owned automobile, 
(1) the named insured and any resident of the same 
household, 
(2) any other person using such automobile, provided 
the actual use thereof is with the permission of the 
named insured; 
(b) With respect to a non-owned automobile, 
(1) the named insured, 
(2) any relative, but only with respect to a private pas-
senger automobile or trailer, 
provided the actual use thereof is with the permission of the 
owner; 
(c) Any other person or 9rganization legally responsible for 
the use of 
(1) an owned automobile, or 
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(2) a non-owned automobile, if such automobile is not 
owned or hired by such person or organization, 
provided the actual use thereof is by a person who is a,n 
insured under (a) or (b) above with respect to such owned 
automobile or non-owned automobile. 
The insurance afforded under Part I applies separately to each insured 
against whom claim is made or suit is brought, but the inclusion 
herein of more than one insured shall not operate to increase the 
limits of the company's liability. 
Definitions 
Under Part I: 
"named insured" means the individual named in I tern 1 of the 
declarations and also includes his spouse, if a resident of the 
same household; 
"insured" means a person or organization described under "Per-
sons Insured"; 
"relative" means a relative of the named insured who is a resi-
dent of the same household; 
"owned automobile" means a private passe.nger, farm or utility 
automobile or trailer owned by- t 
a tethporary sub itute autOlH'obile; 
"temporary substitute automobile" means any automobile or 
trailer, not owned by the named insured, while temporarily used 
as a substitute for the owned automobile or trailer when with-
drawn from normal use because of its breakdown, repair, serv-
icing, loss or destruction; 
"non-owned automobile" means an automobile or trailer not 
owned by or furnished for the regular use of either the named 
insured or any relative, other than a temporary substitute auto-
mobile; 
"private passenger automobile" means a four wheel private pas-
senger station wagon or jeep type automobile; 
"farm automobile" means an automobile of the truck type with 
a load capacity of fifteen hundred pounds or less not used for 
business or commercial purposes other than farming; 
"utility automobile" means an automobile, other than a farm 
automobile, with a load capacity of fifteen hundred pounds or 
less of the pick-up body, sedan delivery or panel truck type not 
used for business or commercial purposes; 
"trailer'' means a trailer designed for use with a private passenger 
automobile, if not being used for business or commercial purposes 
with other than a private passenger, farm or utility automobile, 
or a farm wagon or farm implement while used with a farm 
automobile; 
"automobile business" means the business or occupation of 
selling, repairing, servicing, storing or parking automobiles; 
"use" of an automobile includes the loading and unloading 
thereof; 
"war'' means war, whether or not declared, civil war, insurrec-
tion, rebellion or revolution, or any act or condition incident to 
any of the foregoing. 
Exclusions 
This policy does not apply under Part I: 
(a) to any automobile while used as a public or livery convey-
ance, but this exclusion does not apply to the named insured 
with respect to bodily injury or property damage which 
results from the named insured's occupancy of a non-owned 
automobile other than as the operator thereof; 
(b) to bodily injury or property damage caused intentionally by 
or at the direction of the insured; 
(c) to bodily injury or property damage with respect to which 
an insured under this policy is also an insured under a 
contract of nuclear energy liability insurance issued by the 
Nuclear Energy Liability Insurance Association or the 
Mutual Atomic Energy Liability Underwriters and in effect 
at the time of the occurrence resulting in such bodily injury 
or property damage; provided, such con tract of nuclear 
energy liability insurance shall be deemed to be in effect at 
the time of such occurrence notwithstanding such contract 
has terminated upon exhaustion of its limit of liability; 
(d) to bodily injury or property damage arising out of the 
operation of farm machinery; 
(e) to 15odily· injury to any employee of the insured arising out 
of and in the course of (1) domestic employment by the 
insured~ if benefits therefor are in whole or in part either 
payable or Fequired to be provided under any workmen's 
compensation law, or (2) other employment by the insured; 
(f) to bodily injury to any fellow employee of the insured injured 
in the course of his employment if such injury arises 6ut of 
the use of an automobile in the business of his employer, 
but this exclusion does not apply to the named insur d with 
respect to injury sustained by any such fellow employee; 
(g) to an owned automobile while use d in the automobile busi-
ness, but this exclusion does not apply to the named insured, 
a resident of the same household as the named insured, a 
partnership in which the named insured or such resident is a 
partner, or any partner, agent or employee of the named 
insured, such resident or partnership; 
(h) to a non-owned automobile while used (1) in the automobile 
business by the insured or (2) in any other business or oc-
cupation of the insured ex cept a private passenger automobile 
operated or occupird by the named insured or by his private 
chauffeur or domestic servant, or a trailer used therewitl1 or 
with an owned automobile; 
(i) to injury to or destruction of (I) property owned or trans-
ported by the insured or (2) property rented to or in charge 
of the insured other than a residence or private garage. 
Financial Responsibility Laws 
When this policy is certified as proof of financial responsibility for 
the future under the provisions of any motor vehicle financial respon-
sibility law, such insurance as is afforded by this policy for bodily 
injury liability or for property damage liability shall comply with 
the provisions of such law to the extent of the coverage and limits 
of hability required by such law, but in no event in excess of the 
limits of liability stated in this policy. The insured agrees to reim-
burse the company for any payment made by the company which 
it would not have been obligated to make under the terms of this 
policy except for the agreement contained in this paragraph. 
Limits of Liability 
The limit of bodily injury liability stated in the declarations as ap-
plicable to "each person" is the limit of the company's liability for all 
damages, including damages for care and loss of services, arising out 
of bodily injury sustained by one person as the result of any one 
occurrence; the limit of such liability stated in the declarations as 
applicable to "each occurrence" is, subject to the above provision re-
specting each person, the total limit of the company's liability for all 
such damages arising out of bodily injury sustained by two or more 
persons as the result of any one occurrence. 
The limit of property damage liability stated in the declarations as 
applicable to "each occurrence" is the total limit of the company's 
liability for all damages arising out of injury to or destruction of all 
property of one or more persons or organizations, including the loss 
of use thereof, as the result of any one occurrence. 
Other Insurance 
If the insured has other insurance against a loss covered by Part I 
of this policy the company shall not be liable under this policy for a 
greater proportion of such loss than the applicable limit of liability 
stated in the declarations bears to the total applicable limit of liability 
of all valid and collectible insurance against such loss; provided, how-
ever, the insurance with respect to a temporary substitute automobile 
or non-owned automobile shall be excess insurance over any other 
valid and collectible insurance. 
PART II-EXPENSES FOR MEDICAL SERVICES 
Coverage C-Medical Payments 
To pay all reasonable expenses incurred within one year from the 
date of accident for necessary medical, surgical, X-ray and dental ser-
vices, including prosthetic devices, and necessary ambulance, hospital, 
professional nursing and funeral services: 
Division 1. To or for the named insured and each relative who 
sustains bodily injury, sickness or disease, including death result-
ing therefrom, hereinafter called "bodily injury," caused by acci-
dent, while occupying or through being struck by an automobile; 
Division 2. To or for any other person who sustaius bodily injury, 
caused by accident, while occupying 
(a) the owned automobile, while being used by the named in-
sured, by any resident of the same household or by any 
other person with the permission of the named insured; or 
(b) a non-owned automol,;le, if the bodily injury results from 
(1) its operation or occupancy by the named insured or its 
operation on his behalf by his private chauffeur or domestic 
servant or (2) its operation or occupancy by a relative, 
provided it is a private passenger automobile or trailer. 
Definitions 
The definitions under Part I apply to Part II, and under Part II: 
"occupying" means in or upon or entering into or alighting from; 
"an automobile" includes a trailer of any type. 
Exclusions 
This policy does not apply under Part II to bodily injury: 
(a) sustained while occupying (1) an owned automobile while 
used as a public or livery conveyance, or (2) any vehicle 
while located for use as a residence or premises; 
(h) sustained by the named insured or a relative (1) while oc-
cupying an automobile owned by or furnished for the regular 
use of either the named insured or any relative, other than 
'--- ---
an automobile defined herein as an "owned automobile," or 
(2) while occupying or tlnough b · 
type tractor or other equipme nt designed for use principally 
off public roads, while not upon public roads, or (ii) a vehicle 
operated on rails or crawler-treads; 
(c) sustained by any person other than the named insured or a 
relative, resulting from use of (1) a non-owned automobile 
in the automobile business or as a public or livery convey-
ance, or (2) a non-owned automobile in any other business or 
occupation, except operation or occupancy of a private pas-
senger automobile by the named insured or by his private 
chauffeur or domestic servant, or of a trailer used therewith 
or with an owned automobile; 
(d) sustained by any person who is employed in the automobile 
business, if the accident arises out of the operation thereof 
and if benefits therefor are in whole or in part either pay-
able or required to be provided under any workmen's com-
pensation law; 
(e) due to war. 
Limit of Liability 
The limit of liability for medical payments stated in the declarations 
as applicable to "each person" is the limit of the company's liability 
for all expenses incurred by or on behalf of each person who sustains 
bodily injury as the result of any one accident. 
Other Insurance 
If there is other automobile medical payments insurance against a 
loss covered by Part II of this policy the company shall not be liable 
under this policy for a greater proportion of such loss than the 
applicable limit of liability stated in the declarations bears to the 
total applicable limit of liability of all valid and collectible automobile 
medical payments insurance; provided, however, the insurance with 
respect to a temporary substitute automobile or non-owned auto-
mobile shall be excess insurance over any other valid and collectible 
automobile medical payments insurance. 
PART III-PHYSICAL DAMAGE 
Coverage D (I)-Comprehensive-Excluding Collision 
(2)-Personal Effects 
(1) To pay for loss caused other than by collision to the owned auto-
mobile or to a non-owned automobile. For the purpose of this 
coverage, breakage of glass and loss caused by missiles, falling 
objects, fire, theft or larceny, explosion, earthquake, windstorm, 
hail, water, flood, malicious mischief or vandalism, riot or civil 
commotion shall not be deemed to be loss caused by collision. 
(2) To pay for loss caused by fire or lightning to robes, wearing ap· 
pare! and other personal effects which are the property of the 
named insured or a relative, while such effects are in or upon the 
owned automobile. 
This space is for the attachment of the declarations as in this policy provided, which, when attached, are to be construed as a part of 
this policy. 
Coverage E-Collision 
To pay for loss caused by collision to the owned automobile or to a 
non-owned automobile bu1 only for the amount of each such loss in 
excess of the deductible amount stated in the declarations as applicable 
hereto. 
Coverage !-Towing and Labor Costs 
To pay for towing and labor costs necessitated by the disablement 
of the owned automobile or of any non-owned automobile, provided 
the labor is performed at the place of disablement. 
Supplementary Payments 
In addition to the applicable limit of liability: 
(a) to reimburse the insured for transportation expenses incurred 
during the period commencing 48 hours after a theft covered 
by this policy of the entire automobile has been reported to 
the company and the police, and terminating when the auto-
mobile is returned to use or the company pays for the loss; 
provided that the company shall not be obligated to pay ag-
gregate expenses in excess of $10 per day or totaling more 
than $300. : 
~(b) to pay general average and salvage <:harges for which the 
insured becomes legally liable, as to the automobile being 
transported. 
Definitions 
The definitions of " named insured," "relative," "owned automo-
bile," "temporary substitute automobile," "private passenger auto-
mobil e," .. farm automobile," "utility automobile," "automobile "busi-
nes s" and "war" in Part I apply to Part II I, and under Part III: 
"insured" means (a) with respect to the owned automobile (1) 
the named in sured and (2) any person or organization, other 
than a person or organization engaged in the automobile busi-
ness or as a carrier or other bailee for hire, maintaining, using or 
having custody of said automobile with the permission of the 
named insured; (b) with respect to a non-owned automobile, the 
named insured and any relative provided the actual use thereof is 
with the permission of the owner; 
"non-owned automobile" means a private passenger automobile 
or trailer not ow ned by or furnished for the regular usc of either 
the named insured or any relative, other than a temporary sub-
sti tute automobile, while said automobile or trailer is in the pos-
session or custody of the in~ured or is being operated by him; 
"loss" means direct and accidental loss of or damage to (a) the 
automobile, including its equipment, or (b) other insured prop-
erty; 
"collision" means collision of an automobile covered by this policy 
with another object or with a vehicle to which it is attached or by 
upset of such automobile; 
"trailer" mrans a trailer designed for use with a private passen-
ger automobile, if not being used for business or commercial 
purposes with other than a pl"ivate passenger, farm or utility 
automobile, and if not a home, office, store, display or passenger 
trailer. 
Exclusions 
This policy does not apply under Part III: 
(a) to any automobile while used as a public or livery conveyance; 
(b) to loss due to war; 
(c) to loss to a non-owned automobile arising out of its use by 
the insured in the automobile business; 
(d) to loss to a private passenger, farm or utility automobile or 
trailer owned by the named insured and not described in this policy 
or to any temporary substitute automobile therefor, if the insured 
has other valid and collectible insurance against such loss; 
(e) to damage which is due and confined to wear and tear, freezing, 
mechanical or electrical breakdown or failure, unless such damage 
results from a theit covered by this policy; 
(f) to tires, unless damaged by fire, malicious mischief or van-
dalism, or stolen or unless the loss be coincident with and from the 
same cause as other loss covered by this policy; 
(g) to loss due to radioactive contamination; 
(h) under coverage E., to breakage of glass if insurance with re-
spect to such breakage is otherwise afforded. 
Limit of Liability 
The limit of the company's liability for loss shall not exceed the 
actual cash value of the property, or if the loss is of a part thereof 
the actual cash value of such part, at time of loss, nor what it would 
then cost to repair or replace the property or such part thereof with 
other of like kind and quality, nor, with respect to an owned auto-
mobile described in this policy, the applicable limit of liability stated 
in the declarations; provided, however, the limit of the company's 
liability (a) for loss to personal effects arising out of any one occur-
rence is $100, and (b) for loss to any trailer not owned by the named 
insured is $500. 
Other Insurance 
If the insured has other insurance against a loss covered by Part III 
of this policy, the company shall not be liable under this policy for a 
greater proportion of such loss than the applicable limit of liability of 
this policy bears to the total applicable limit of liability of all valid and 
collectibl~ insurance against such loss; provided, however the insur-
ance with respect to a temporary substitute automobile o· non-owned 
automobile shall be excess insurance over any other valid and col-
lectible insurance. 
PART IV-FAMILY PROTECTION COVERAGE 
Coverage ]-Family Protection Coverage (Damages for Bodily In-
jury) 
To pay all su ms which the insured or his legal representative shall 
be legally entitled to recover as damages from the owner or operator 
of an unin sured automobile because of bodily injury, sickness or dis-
ease, including death resulting therefrom. hereinafter called "bodily 
injury," ~ u stained by the insured, caused by accident and ar ising out 
of the ownership, maintenance or use of such uninsured automobile; 
provided, for the purposes of this coverage, determination as to 
whether the insured or such representative is legally entitled to re-
co,•er such damages, and if so the amount thereof, shall be made by 
agreement between the insured or such representative and the com-
pany or, if they fail to agree, by arbitration. 
Definitions 
The definition s under Part I, except the definition of "in~ured," ap-
ply to Part IV and under Part IV: 
"insured" means: 
(a) the named insured and any relative; 
(b) any other person while occupying an insured automobile; 
and 
(c) any person, with respect to damages he is entitled to re-
cover for care or loss of services because of bodily injury 
to which this coverage applies. 
The insurance afforded under Part IV applies separately to 
each insured, but the inclusion herein of more than one in-
sured shall not operate to increase the limits of the company's 
liability. 
"insured automobile" includes a trailer as defined under P;.rt I 
and means: 
(a) an owned automobile provided the use thereof is by or 
with the permission of the named insured, or 
(b) any automobile not owned by the named insured while be-
ing operated by the named insured; 
but the term "insured at,tomobile" shall not include: 
( 1) any automobile or trailer owned by a resident of the same 
household as the named insured, or 
(2) any automobile while used as a public or livery convey-
ance. 
"uninsured automobile" include ' a trailer of any type and means: 
(a) an automobile with respect to the ownership, maintenance 
or use of which there is no bodily injury liability bond or 
insura11ce policy applicable at the time of the accident with 
respect to any person or organization legally responsible 
for the usc of such automobile, or 
(b) a hit-and-run automobile; 
but the term "'uninsured automobile" shall not include. 
(I) an automobile defined undex Part IV as an "insured auto-
mobile"; 
(2) an automobile or tratler owned by the named insured or by 
any resident of the same household; 
(3) an automobile or trailer owned or operated by a self-
insurer within the meaning of any motor vehicle fin,.ndar 
responsibility law, motor carrier law or any similar law; 
(4) an automobile or trailer owned by the United States of 
America, Canada, a state, a political subdi <ision of any 
such government or an agency of any of the foregoing; 
(5) a land motor vehicle or trailer, if operated on rails or 
crawler-treads or while located for use as a residence or 
premises and not as a vehicle; or 
(6) a farm type tractor or equipment designed fo r use princi-
pally off public roads, except while actually upon public 
roads. 
"hit-and-run automobile" means an automobile which causes 
bodily injury to an insured arising out of physical contact of 
such automobile with the insured or with an automobile which 
the insured is occupying at the time of the accident, provided: 
(a) there cannot be ascertained the identity of either the operator 
or the owner of such "hit-and-run automobile"; (b) the insured 
or someone on his behalf shall have reported the accident within 
24 hours to a police, peace or judicial officer or to the Commis-
sioner of Motor V chicles, and shall have filed with the company 
within 30 days thereafter a statement under oath that the insured 
or his legal representative has a cause or causes of action arising 
out of such accident for damages against a person or persons 
whose identity is unascertainable, and setting forth the facts in 
support thereof; and (c) at the company's request, the insured or 
his legal represen tative makes available for inspection the auto-
mobile which the insured was occupying at the time of the acci-
dent. 
"occupying" means in or upon or entering into or alighting 
from. 
"state" includes the District of Columbia, a territory or posses-
sio n of th e United S tates, and a province of Canada. 
Exclusions 
This policy does not apply under Part 1 V 
(a) to bodily injury to an insured while occupying an automo-
bile owned by th e named insured and principally garaged in 
a state which has not authorized the issuance of this cover-
age; 
(b) 
(c) 
to bodily injury to an insured, or care or loss of services re-
coverable by an insured, with respect to which such insured, 
his legal representative or any person entitled to payment 
under this coverage shall, without written consent of the 
company, make any settlement with or prosecute to judg-
ment any action against any person or organization who may 
be legally liable therefor; 
so as to inure directly or indirectly to the benefit of any 
workmen's compensation or disability benefits carrier or any 
person or organization qualifying as a self-insurer under any 
workmen's compensation or disability benefits law or any 
similar law. 
Limits of Liability 
(a) The limit of liability for Family Protection Coverage stated 
in the declarations as applicable to "each person" is the limit of the 
company's liability for all damages, including damages for care or 
loss of services, because of bodily injury sustained by one person as 
the. result of any one accident and, subject to the above provision 
respecting each person, the limit of liability stated in the declarations 
as applicable to " each accident" is the total limit of the company's 
liability for all damages, including damages for care or loss of ser-
vices, because of bodily injury sustained by two or more persons as 
tire result of any one accid€1H. 
(b) If claim is made under this I' art and claim is al so m ade 
against any person insured under Part I because of bodily injury 
sustained in an accident by a person who is an insured under this 
Part: 
(I) any payment made under this Part to or for any such 
person shall be applied in reduction of any amount which 
he may be entitled to recover from any person insured 
under coverage A; and 
(2) any payment made under coverage A to or for any such 
person shall be applied in reduction of any amount which 
he may be entitled to recover under this Part. 
(c) Any loss payable under the terms of this Part to or for any 
person shall be reduced by the amount paid and the present value of 
all amounts payable to him under any workmen's compensation law, 
exclusive of non-occupational disability benefits. 
Other Insurance 
\\' ith respect to bodily injury to an insured while occupying an 
automobile not owned by the named insured the insurance hereunder 
shall apply only as excess insurance over any other similar insurance 
available to such occupant, and this insurance shall then apply only 
in the amount by which the applicable limit of liability of this Part 
exceeds the sum of the applicable limits of liability of all such other 
insurance. 
With respect to bodily injury to an insured while occupying or 
through being struck by an uninsured automobile, if such insured is 
a named insured under other similar insurance available to him, then 
the damages shall be deemed not to exceed the higher of the appli-
cable limits of liability of this insurance and such other insurance, 
and the company shall not be liable under this Part for a greater 
proportion of the applicable limit of liability of this Part than such 
limit bears to the sum of the applicable limits of liability of this in-
surance and such other insurance. 
Subject to the foregoing paragraphs, if the insured has other sim-
ilar insurance available to him against a loss covered by this Part, 
the company shall not be liable under this Part for a greater propor-
tiOn of such loss than the applicable limit of liability hereunder bears 
to the total applicable limits of liability of all valid and collectible 
insurance against such loss. 
Arbitration 
If any person making claim hereunder and the company do not 
agree that such person is legally entitled to recover damages from 
the owner or operator of an uninsured automobile because of bodily 
injury to the insured, or do not agree as to the amount of payment 
which may be owing under this Part, then, upon written demand of 
either the matter or matters upon which such person and the com-
pany do not agree shall be settled by arbitration in accordance with 
the rules of the American Arbitration Association, and judgment 
upon the award rendered by the arbitrators may be entered in any 
court having jurisdiction thereof. Such person and the company each 
agree to consider itself bound and to be bound by any award made 
by the arbitrators pursuant to this Part. 
Trust Agreement 
In the event of payment to any person under this Part: 
(a) the company shall be entitled to the extent of such payment 
to the proceeds of any ettlement or judgment hat ay 
result from th e exercise of'-any rights of recovery of such 
person against any person or organization legally respon-
sible for the bodily injury because of which such payment 
is made; 
(b) such person shall hold in trust for the benefit of the com-
pany all rights of recovery which he shall have against such 
other person or organization because of the damages which 
are the subject of claim made under this Part; 
(c) such person shall do whatever is proper to secure and shall 
do nothing after loss to prejudice such rights; 
(d) if requested in writing by the company, such person shall 
take, through any representative designated by the company, 
such action as may be necessary or appropriate to recover 
such payment as damages from such other person or organ-
ization, such action to be taken in the name of such person; 
in the event of a recovery, the company shall b.e reimbursed 
out of such recovery for expenses, costs and attorneys' fees 
incurred by it in connection therewith; 
(e) such person shall execute and deliver to the company such 
instruments and papers as may be appropriate to secure the 
rights and obligations of such person and the company es-
tablished hy this provision. 
CONDITIONS 
Conditions 1, 2, 3, 6, 14, 15, 16 and 17 apply to all Parts. 
Conditions 4 and 5, and 7 through 13, apply only to the Parts noted thereunder. 
1. Policy Period, Territory. This policy applies only to accidents, 
occurrences and loss during the policy period while the auto-
mobile is within the United States of America, its territories or 
possessions , or Canada, or is being transported between ports 
thereof. 
2. Premium. If the named insured disposes of or replaces a private 
passenger, farm or utility automobile or with respect to Part I II, 
a trailer he shall inform the company during the policy period 
of such change. lf the named insured acquires ownership of an 
additional private passenger, farm or utility automobile or, with 
respect to Part III, a trailer, he shall inform the company within 
thirty days following the date of its delivery. Any premium 
adjustment necessary shall be made as of the date of such change 
or acquisition in accordance with the manuals in use by the 
company. The named insured shall, upon request, furnish reason-
able proof of the number of such automobiles or trailers and 
a description thereof. 
3. Notice. In the event of an accident, occurrence or loss, written 
notice containing particulars sufficient to identify the insured and 
also reasonably obtainable information with respect to the time, 
place and circumstances thereof, and the names and addresses of 
the injured and of available witnesses, shall be given by or for the 
insured to the company or any of its authorized agents as soon as 
practicable. In the event of theft the insured shall also promptly 
notify the police. If claim is made or suit is brought against the 
insured, he shall immediately forward to the company every 
demand, notice, summons or other process received by him or 
his representative. 
If, before the company makes payment of loss under Part IV, 
the insured or his legal representative shall institute any legal 
action for bodily injury against any person or organization 
legally responsible for the use of an automobile involved in the 
accident, a copy of the summons and complaint or other process 
served in connection with such legal action shall be forwarded 
immediately to the company by the insured or his legal repre-
sentative. 
4. Two or More Automobiles-Parts I, II and III. When two or 
more automobiles are insured hereunder the terms of this policy 
shall apply separately to each, but an automobile and a trailer 
attached thereto shall be held to be one automobile as respects 
limits of liability under Part I of this policy, and separate auto-
mobiles under Part III of this policy, including any deductible 
provisions applicable thereto. 
5. Assistance and Cooperation of the Insured-Parts I, III and IV 
The insured shall cooperate with the company and, upon the 
company's request, attend hearings and trials and assist in 
making settlements, securing and giving evidence, obtaining the 
attendance of witne sses and in the conduct of any legal pro-
ceedings in connection with the subject matter of this insurance. 
The insured shall not, except at his own cost, voluntarily make 
any payment, assume any obligation or incur any expense other 
than for such immediate medical and surgical relief to others 
as shall be imperative at the time of accident. 
6. Action Against Company-Part I. No action shall lie against 
the company unless, as a condition precedent thereto, the insured 
shall have fully complied with all the terms of this policy, nor 
until the amount of the insured's obligation to pay shall have been 
finally determined either by judgment against the insured after 
actual trial or by written agreement of the insured, the claimant 
and the company. 
Any person or organization or the legal representative thereof 
who has secured such judgment or written agreement shall there-
after be entitled to recover under this policy to the extent of the 
insurance afforded by this policy. No person or organization 
shall have any right under this policy to join the company as a 
party to any action against the insured to determine the insured's 
liability, nor shall the company be impleaded by the insured or 
his legal representative. Bankruptcy or insolvency of the insured 
or of the insured's "!state shall not relieve the company of any 
of its obligations hereunder. 
Parts II, III and IV No action shall lie against the company 
unless, as a conditio n precedent thereto, there shall have been full 
compliance with all the terms of this policy nor, under Part III, 
until thirty days after proof of loss is filed and the amount of loss 
is determined as provided in this policy. 
7. Medical Reports; Proof and Payment of Claim-Part II. As soon 
as practicable the injured person or someone on his behalf shall 
give to the company written proof of claim, under oath if re-
quired, and shall, after each request from the company, execute 
authorization to enable the company to obtain medical reports 
and copies of records. The injured person shall submit to physical 
examination by physicians selected by the company when and as 
often as the company may reasonably require. 
The company may pay the injured person or any person or 
organization rendering the services and such payment shall reduce 
the amount payable hereunder for such injury. Payment here-
under shall not constitute an admission of liability of any person 
or, except hereunder, of the company. 
8. Insured's Duties in Event of Loss-Part III. In the event of loss 
the insured shall: 
(a) protect the automobile, whether or not the loss is covered 
by this policy, and any further loss due to the insured's failure 
to protect shall not be recoverable under this policy; reason-
able expenses incurred in affording such protection shall be 
deemed incurred at the company's request; 
(b) file with the company, within 91 days after loss, his sworn 
proof of loss in such form and including such information as 
the company may reasonably require and shall, upon the 
company's request, exhibit the damaged property and submit 
to examination under oath. 
9. Proof of Claim; Medical Reports-Part IV. As soon as 
practicable, the insured or other person making claim shall give 
~o the company written proof of claim, under oath if required, 
mcludmg full particulars of the nature and extent of the injuries, 
treatment, and other details entering into the determination of 
the amount payable. The insured and every other person making 
claim shall submit to examinations under oath by any person 
named by the company and subscribe the same, as often as may 
reasonably be required. Proof of claim shall be made upon forms 
furnished by the company unless the company shall have failed 
to furnish such forms within 15 days after receiving notice of 
claim. 
The injured person shall submit to physical examinations by 
physicians selected by the company when and as often as the com-
pany may reasonably require and he, or in the event of his 
incapacity his legal representative, or in the event of his death 
his legal representative or the person or persons entitled to sue 
therefor, shall upon each request from the company execute 
authorization to enable the company to obtain medical reports 
and copies of records. 
10. Appraisal-Part III. If the insured and the company fail to agree 
as to the amount of loss, either may, within 60 days after proof 
of loss is filed, demand an appraisal of the loss. In such event 
the insured and the company shall each select a competent ap-
praiser, and the appraisers shall select a competent and disinter-
ested umpire. The appraisers shall state separately the actual cash 
value and the amount of loss and failing to agree shall submit 
their differences to the umpire. An award in writing of any two 
shall determine the amount of loss. The insured and the company 
shall each pay his chosen appraiser and shall bear equally the 
other expenses of the appraisal and umpire. 
The company shall not be held to have waived any of its rights 
by any act relating to appraisal. 
11. Payment of Loss-Part III. The company may pay for the loss 
in money; or may repair or replace the damaged or stolen prop-
erty; or may, at any time before the loss is paid or the property 
is so replaced, at its expense return any stolen property to the 
named insured, or at its option to the address shown in the de-
clarations, with payment for any resultant damage thereto; or 
may take all or such part of the property at the agreed or ap-
praised value but there shall be no abandonment to the company. 
The company may settle any claim for loss either with the insured 
or the owner of the property. 
Part IV. Any amount due is payable (a) to the insured, or 
(b) if the insured be a minor to his parent or guardian, or (c) if 
the insured be deceased to his surviving spouse, otherwise .(d) 
to a person authorized by Ia o re-ceive -such -payment or t'o a 
person legally entitled to recover the damages which the payment 
represe nts ; provided, the company may at its option pay any 
amount due in accordance with division (d) hereof. 
12. No Benefit to Bailee-Part III. The insurance afforded by this 
policy shall not inure directly or indirectly to the benefit of any 
carrier or other bailee for hire liable for loss to the automobile. 
13. Subrogation-Parts I and III. In the event of any payment under 
this policy, the company shall be subrogated to all the insured's 
rights of recovery therefor against any person or organization 
and the insured shall execute and deliver instruments and papers 
and do whatever else is necessary to secure such rights. The in-
sured shall do nothing after loss to prejudice such rights. 
14. Changes. Notice to any agent or knowledge possessed by any 
agent or by any other person shall not effect a waiver or a change 
in any part of this policy or estop the company from asserting 
any right under the terms of this policy; nor shall the terms of 
this policy be waived or changed, except by endorsement issued to 
form a part of this policy. 
15. Assignment. Assignment of interest under this policy shall not 
bind the company until its consent is endorsed hereon; if, how-
ever, the insured named in Item 1 of the declarations, or his 
spouse if a resident of the same household, shall die, this policy 
shall cover (1) the survivor as named insured, (2) his legal 
representative as named insured but only while acting within the 
scope of his duties as such, (3) any person having proper tempor-
ary custody of an owned automobile, as an insured, until the ap-
pointment and qualification of such legal representative, and 
( 4) under division 1 of Part II any person who was a relative at 
the time of such death. 
16. Cancelation. This policy may be canceled by the insured named 
in Item 1 of the declarations by mailing to the company written 
notice stating when thereafter the cancelation shall be effective. 
This policy may be canceled by the company by mailing to the 
Premium adjustment may be made either at the time cancelation 
is effected or as soon as practicable after cancelation becomes 
effective, but payment or tender of unearned premium is net a 
condition of cancelation. 
insured named in Item 1 of the declarations at the address shown 
in this policy written notice stating when not less than ten days 
thereafter such cancelation shall be effective. The mailing of 
notice as aforesaid shall be sufficient proof of notice. The effective 
date and hour of cancelation stated in the notice shall become the 
end of the policy per-iod. Delivery of such written notice either 17. Declarations. By acceptance of this policy, the insured named in 
Item 1 of the declarations agrees that the statements in the de-
clarations are his agreements and representations, that this policy 
is issued in reliance upon the truth of such representations and 
that this policy embodies all agreements existing between himself 
and the company or any of its agents relating to this insurance. 
by such insured or by the company shall be equivalent to mailing. ··"' 
If such insured cancels, earned premium shall be computed in 
accordance with. the customary short rate table and procedure. If 
the company cancels, earned premium shall be computed pro rata. 
Michigan Exception-(!£ this policy is issued or delivered in the St:'lte of Michigan, the following applies) 
The first paragraph of Condition No. 16 of this policy is amended to read as follows, all other terms and conditions remaining un-
changed: 
This policy may be canceled by the insured named in Item 1 of the declarations by mailing to the company written notice stating 
when thereafter the cancelation shall be effective. This policy may be canceled by the company by mailing to the insured named in 
Item 1 of the declarations at his address last known to the company or its authorized agent written notice stating when not less 
than ten days thereafter such cancelation shall be effective. The effective date and hour of cancelation stated in the notice shall 
become the end of the policy period. Delivery of such written notice either by the insured or by the company shall be equivalent 
to mailing. 
North Carolina Exception-(!£ this policy is written in the State of Nor,th Carolina, the following applies) 
PROOFS OF LOSS-The failure of the insured to furnish proofs of loss as required by the terms of this policy shall not debar him 
from recovery hereunder unless within fifteen (15).. days after receipt of notice of loss the company or its representatives shall provide 
the insured with a blank or blanks in duplicate, to be used for the purpose of making such proofs of loss. 
In Witness Whereof, The Company has caused this policy to be signed officially on the declarations page and countersigned by a duly 
authorized agent of the Company. 
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:_ POLtZA N.o~_: ~--·; _:_r _-_ .. 
SEGURO DE AUTOMOVILES 
. ' ~I . l : • I ·. l 
.' ·t l ·: ... : .·: 
: ·' : ... ~ . . 
SECCION I COBERTURAS 
En consideraci6n al pago d~ Ia prima y a las declaraci~~s que c~nstan en Ia splicitud p~a e~t~ segu;~ la cual 
forma parte del ·rilismo, y con sujeci6n a las condiciones y otros termi_nos aqui contenidos, el INSTITUTO NACIONAL 
DE SEGUROS denominado en ·adelante ' el Instituto~ , conviene en asegurar a ...................... : ... .:.: ...... : .. ,:·:··························.-·:· .. :.~~.: ... ::.:.;······-····· 
································-·····:: ............................................. _ .................................•................... ~· ··· · ·, ····· ·· · ·· ··························-····-································· ·······-··········-·······························-·-····-··············:······-·-·· 
( denorninado en adelante el Asegurado) . bajo las coberturas que se indican en seguida con un cargo especifico de prima 
y con respecto al vehiculo descrito en :Ja Secci6n U de esta p6liza. 
' 
RIESGOS 
A.) Responsabilidad civil por Jesi6ri o muerte de · terceros 
excluyendo pasajeros: 
1) Limite maximo por persona 
2) Limite maximo por accidente 
B.) Respon$abilidad civil por lesion o muerte de pasajeros: 
·1) · Limite maximo por persona · 
·2) Limite maxi~o por acciderite 
C.) Responsabilidad 'civil por dafios a hi propi~da:d de terceros ~ 
Limite maximo por accidente 
D .) Colisi6n y vuelco 
E.) Incendio y rayo 
F.) Robo y hurto 
G.) Rotura de vidrios 
SOBRE PRIMAS 
SUMA TOTAL ASEGURADA: fit ..... -............................................... . 
SUMA ASEGURADA DEI)UCIBLE I . PRIMA· 
. : .. 
., 
' PRIMA TOTAL 
No se considerara como efectuado el pago de la prima, a menos que conste en el recibo oficial del Instituto. 
En relaci6n con las coberturas de responsabilidad civil, el Instituto proveera la defensa del Asegurado en todo 
litigio contra este en que por daiios 0 perjuicios se persigan in demnizaciones, aun cuando sea infundado, falso 0 fraudulento. 
Pero el Instituto se reserva el derecho de hacer investigaciones, gestiones, arreglos y ajuste de cualquier reclamo o litigio, 
como lo crea conveniente. Los gastos en que se incurra por lo dispu ' en este parrafo, los pagara el Instituto por cuenta 
propia, como un aditamento a las responsabilidades asumida~ est;t 6liza . 
. )) . I -
SECCION II - DESCRIPCION DEL VEHI 0' A E.G 
Marca 
1····················· .. ························ 
SECCION III OTROS ASEGURADOS. 
Tonelaje Aiio del modelo 
Numero de 
placa 
Uso a que se 
desti11a 
Mediante el pago de Ia sobre-prima correspondiente a otros conductores, el seguro ofrecido bajo las coberturas 
de responsabilidad civil, no s6lo ampara al Asegurado nombrado en la Secci6n I, sino que comprende tambien a ....................... . 
SECCION IV TERRITORIO Y VIGENCIA DE LA POLIZA. 
Esta p6Iiza cubre unicamente accidentes ·que ocurran dentro del territorio de Costa Rica y durante el periodo de 
vigencia de Ia misma, que esta comprendido entre el ..................... de .............................................. ................. ... de 19 ................. y el .................. de 
....................... -......................................... de 19 .................. a las once horas de San Jose, Costa Rica. 
fiRMADA Y SELLADA E:N SAN JOSE, A LOS DIAS DEL MES DE .............................................. __ DE 19 ................... .. 
DEPARTAMENTO DE AUTOMOVILES INSTITUTO NACIONAL DE SEGUROS 
Jefe. Gerente. 
Form. A N• 2 6000 D (9-57 ) 374376 U. 
SECCION V CONDICIONES ESPECIALES. 
DEFINICION DE COBERTURAS 
Dentro· de los limites seii.alados en Ia p§liza, el Instituto paganl. al Asegurado o por cuenta de este, las indemni-
zaciones que correspondan conforme a Ia siguiente definicion de coberturas: 
A.-Responsabilidad civil por lesion o muerte de terceros, 
excluyendo pasajeros. 
Cubre las sumas que el Asegurado se vea obligado a 
pagar en concepto de responsabilidad civil por daiios 
' y' perjuicios, 'a causa de lesion 0 muerte ocasionadas 
por acciderite, que sufran una o varias personas no 
pasajeros, y cuando tal responsabilidad se origine de Ia 
propiedad, uso o mantenimiel\tO del vehiculo. 
B1-Respon_sabilidad civil por lesion o muerte de pasajeros. 
Cubre las sumas que el Asegurado se vea obligado a 
pagar en concepto de respon~~bilidad civil por daiios y 
perjuicios, a causa de lesion o muerte ocasionadas por 
accidentes, que sufran uno o varios pasajeros, y cuando 
tal responsabilidad se origine de la propiedad, uso o 
mantenimiento del vehiculo. 
!C.-Responsabilidad civil por daiios a la propiedad 
de terceros. 
Cubre las sumas que el Asegurado se vea obligado a 
pagar en concepto de responsabilidad civil por daiios 
y perjuicios,: a causa de destru~cion o deterioro de Ia 
propiedad de terceros ocasionados por accidente, y 
cuando tal responsabilidad se origine de Ia propiedad, 
uso o mantenimiento del vehiculo. 
D.-Colision y vuelco. 
Cubre Ia perdida o daiio del vehiculo por colision con 
otro objeto o vuelco accidentales. 
K-lncendio y rayo. 
Cubre Ia perdida o daiio del vehiculo por incendio 
casual o rayo. 
F.-Robo y hurto. 
Cubre Ia perdida del vehiculo por robo o hurto, o el 
daiio con que aparezca despues de ocurrir tal hecho. 
G.-Rotura de vidrios. 
Cubre Ia perdida o daiio de los vidrios del vehiculo 
por rotura que suceda de manera casual, y cuando tal 
perdida o daiio no provenga de un accidente compren~ 
dido en otra cobertura de Ia poliza. 
EX C L U,S I 0 N E S 
ESTA POLIZA NO AMPARA: 
.1) Bajo las coberturas A y B, las responsabilidades a car-
go del Asegurado por via de Ia Ley de Riesgos Profe-
sionales y las asumidas por el en cualquier contrato o 
convenio. 
2) Bajo Ia cobertura C, las responsabilidades asumidas 
r-- - --- or-e ltsegttrado-en ettalquier eontpate e ee1weni 
las perdidas o daiios causados a Ia propiedad que le 
pertenece, usa, alquila, transporta o tiene a su cuidado. 
3) Bajo Ia cobertura D, los daiios por uso y desgaste y los 
producidos por actos mal intencionados; las fallas, da-
iios 0 desperfectos del sistema mecanico 0 electrico que 
no sean consecuencia directa e inmediata de colision o 
vuelco; los daiios a los vidrios, llantas y neumaticos que 
no sean causados por un accidente que de modo sin,ml-
taneo ocasione otras perdidas ampatadas por esta 
cobertura; los radios, receptores o transmisores, las 
antenas, relojes u otros aparatos similares que esten 
instalados o se encuentren en el vehiculo; el lucro 
cesante que sufra el Asegurado. 
4) Ba jo Ia cobertura E, las fallas, daiios o desperfectos del 
sistema mecanico o electrico que no sean consecuencia 
directa e inmediata de incendio o rayo; las herramien-
tas, ropa, efectos personates o cualquier otro objeto 
que se encuentre en el vehiculo; el lucro cesante que 
sufra el Asegurado. 
5) Bajo Ia cobertura F, las herramientas, ropa, efectos 
personates o cualquier otro objeto que se encuentre en 
el vehiculo; los accesorios o partes del vehiculo, a me-
nos que Ia desaparicion o deterioro de ellos sea conse-
cuencia inmediata e includable del robo o hurto del 
vehiculo entero; el lucro cesante que sufra el Ase-
gurado. 
SECCION VI CONDICIONES GENERALES. 
1.-DECLARACIONES INEXACT AS, OCUL T A-
MIENTO Y FRAUDE. 
Esta poliza sera nula en su totalidad si el Asegurado 
ha ocultado, informado o expuesto con falsedad o 
inexactitud cualquier hecho o circunstancia d,etermi-
nantes concernientes a este seguro, al vehiculo cubier-
to _por el mismo o al in teres del Asegurado en ellos; 
o en el caso de que se incurra en cualquier fraude o 
juramento falso con respecto a lo anterior, hecho por 
el Asegurado tanto antes como despues de un acci-
dente. 
6) Bajo todas las coberturas, las responsabilidades origina-
das y las perdidas o daiios producidos en accidentes 
causados directa o indirectamente por: a) guerras, in-
vasiones, actos de enemigos extranjeros, hostilidades 
( ya antes o despues de una declaracion de guer~), 
conmociones civiles, motines, huelgas, guerras civiles, 
rehelianes, insur~cciones_, rev uciones ley marcia!, 
poder militar o usurpado; confiscacion, requisa, deten-
cion, nacionalizacion o destruccion ordenadas por el 
_Gobierno o por Ia Autoridad; b) tifones, huracanes, 
ciclones, erupciones volcanicas, temblores, terremotos, 
inundaciones, u otras convulsiones de Ia naturaleza. 
7) Tampoco sera responsable el Instituto bajo esta poliza 
cuando: 
a) El vehiculo sea conducido por cualqui'l::r persona bajo 
el efecto del licor o drogas toxicas, o que no tenga li-
cencia habilitante de conductor; entendido que no se 
consideraran como licencia los permisos que extienden 
las autoridades de tninsito sin establecer exactamente 
el canicter de licencia. 
b) El vehiculo se destine a un uso distinto del mencionado 
en esta poliza; sea transportado por otro vehiculo; se 
use en competencias o pruebas de velocidad. 
c El conductor del vehiculo infrinja o contravenga Ia 
Ley, Reglamentos o disposiciones de Transito, median-
do circunstancias que deban considerarse como revela-
doras de una grave imprudencia, y siempre que Ia falta 
influya en forma directa en el accidente que causa Ia 
perdida o el daiio. 
En ninglin caso el Instituto sera responsable por las 
multas que se impongan al Asegurado. 
2.-A VISO DE ACCIDENTE, RECLAMO 0 JUICIO. 
AI ocurrir un accidente, el Asegurado dara aviso al 
Instituto tan pronto como sea posible, incluyendo toda 
clase de informes con respecto a Ia fecha, hora, Iugar 
y circunstancias del accidente; nombre y direccion de 
las personas lesionadas y de los testigos disponibles. 
Tambien el Asegurado debera remitir inmediata-
mente al Instituto todo aviso o citacion que reciba 
de las autoridades judiciales. El Instituto no sera res-
ponsable por reclamos que se le hagan despues de 
transcurridos DIEZ DIAS de Ia fecha de ocurrencia 
del hecho que los motiva, a no ser que cuando se de 
aviso se le pruebe que no fue posible darlo antes. 
3.-ASISTENCIA Y COOPERACION DEL 
ASEGURADO. 
Al ocurrir un accidente, es obligaci6n del Asegurado 
procurar que los dafios se limiten lo mas posible y 
cooperar con el Instituto en todo cuanto este a su 
alcance en lo relativo a este seguro. Otorgara los po- ~­
deres necesarios a las personas que le indique el Insti-
tuto, y a petici6n de este, atendera las actividades 
judiciales, asistira a efectuar transacciones, obtendri 
y aportara pruebas y testigos. Los gastos en que el 
Asegurado incurra a solicitud del Instituto, que no 
fueren por lucro cesante, senin por cuenta de este 
ultimo. 
El Asegurado, salvo que lo haga a su propia costa, o 
-que se trate de expensas por primeros auxilios mooi-
- cos o quirurgicos a los lesionados, -imperativos al tiem-
po del accidente, no hara pago alguno, ~·ni arreglo 
de-pago, ni asumira obligaci6n, sin obtener para ello 
el consentimiento escrito del Instituto. 
4.-ACCION CONTRA EL INSTITUTEl:; 
No podra establecerse acci6n contra el Instituto a 
menos que, como preciso antecedente, el Asegurado 
haya cumplido todas las disposiciones de esta p61iza 
que le incumban; pero tratandose de las coberturas de 
responsabilidad civil, no podra establecerse tampoco 
dicha acci6n, basta que el monto de Ia obligaci6n sea 
definitivamente determinado por sentencia firme o 
por convenio escrito entre las partes y el Instituto. 
Los derechos y acciones emanados de esta p61iza 
prescriben por el transcurso de un afio contado desde 
Ia fecha del accidente, si se trata de dafios al vehiculo, 
o desde Ia fecha de Ia sentencia o convenio escrito, si 
se trata de responsabilidad civil del Asegurado. 
5.-SUBROGACION. 
El solo hecho de solicitar y aceptar Ia presente p6liza, 
implica cesi6n del Asegurado a favor del lnstituto, al 
cual quedan subrogados, dentro de Ia medida del se-
guro, todos los derechos y acciones que sobrevengan 
en provecho del primero ]«a. callfO de terceros res-
ponsables, cualquiera que sea el titulo de donde 
emanen. 
Lo mismo antes que despues de cobrar la indemniza-
ci6n, el Asegurado queda comprometido a intervenir 
personalmente, gestionar o documentarse en cuanto 
fuere indispensable o Io requiera el Instituto, con el 
objeto de que este ejercite los derechos, recursos y 
acciones derivados o procedentes del traspaso o sub-
rogaci6n aqui previstos. 
Los tramites y gastos ocasionados por esa interven-
ci6n seran a costa del Instituto. 
6.-TRASPASOS. 
Esta poliza dejara de operar desde el momento en que 
sea traspasada a terceros, o cambie el interes que el 
Asegurado tenga en el vehiculo, a no ser que para 
ello el Instituto haya dado previamente su consenti-
miento, mediante addendum a esta p6liza. 
7.-CAMBIOS. 
Los terminos de esta p6liza no podr:in ser mod~fica­
dos sino por medio de addendum suscrito por el Ins-
tituto y agregado a esta p6liza. 
8.-CANCELACION. 
El Asegurado podra en cualquier tiempo exigir Ia 
cancelacion del presente seguro, siendo entendido que 
Ia fracci6n de Ia prima correspondiente al tiempo du-
rante el cual Ia poliza haya estado en vigor, calculada 
seglln Ia tarifa ordinaria de seguros a corto plazo, 
quedara de propiedad del Instituto. ,Este tendra .la 
misma facultad de cancelar su garantla en cualqwer 
epoca, por notificacion al Asegurado mediante carta 
certificada u otro documento autentico, con derecho 
del Asegurado a exigir Ia devoluci6n de Ia fraccion 
de prima correspondiente al tiempo que falte por co-
rrer desde Ia fecha de Ia cancelacion, calculada a 
prorrata. 
9.-LIMITES DE RESPONSABILIDAD Y OPCIO-
NES DE PAGO DEL INSTITUTO. 
a) Los limites maximos por accidente fijados en Ia Sec-
cion I para las coberturas A y B, sefialan la suma 
total de Ia que no puede exceder el conjunto de las 
indemnizaciones que el Instituto se obliga a pagar 
por cuenta del Asegurado a cada una de las personas 
victimas de un accidente. Sin embargo, ninguna de 
elias puede recibir una cantidad superior al limite 
mi.'Cimo por persona indicado en Ia p6liza, aun cuan-
do otra de las victimas solo tuviere derecho a una 
indemnizaci6n inferior al maximo. 
b) La inclusion en esta p6liza de mas de un Asegurado 
no aumentara los limites de responsabilidad del lnsti-
tuto. 
c) La responsabilidad del Instituto en caso de perdida 
del vehiculo no podr:i exceder del valor real del mis-
mo y tratandose de dafios, del valor real de Ia parte 
afectada, al momento del accidente. Tampoco sobre-
pasara el costo de reemplazar el vehiculo o de repa-
rar Ia parte afectada con materiales de Ia misma clase 
y calidad deducida Ia depreciaci6n correspondiente. 
Cuando en el momento de ocurrir perdidas o dafios 
por incendio o rayo, robo o hurto del vehiculo, el 
80% del valor total de este, es superior a Ia cantidad 
por Ia que ha sido asegurado en cada una de estas 
coberturas independientemente, el Asegurado se con-
siderara como su propio asegurador por el exceso, y, 
por lo tanto, soportara su parte proporcional en las 
perdidas. 
El Instituto puede pagar Ia indemnizaci6n en efec-
tivo, reparar o reemplazar el vehiculo o Ia parte 
afectada, eligiendo libremente el taller que deba rea-
lizar el trabajo. Habra cumplido validamente sus obli-
gaciones al restablecer en lo posible y en forma racio-
nalmente equivalente el estado del vehiculo al tiempo 
del accidente. Tampoco sera responsable el Instituto 
por Ia disminuci6n de valor con que pueda quedar el 
vehiculo despues del accidente. 
En ningun caso el asegurado tiene derecho a hacer 
dejaci6n del vehiculo averiado y exigir el valor del 
seguro o su reemplazo por otro. 
Ademas queda expresamente convenido que en caso 
de liquidaci6n de una perdida total, el salvamento o 
cualquier recuperaci6n posterior quedaran de pro-
pi ~qad del Instituto. Asimismo, este podra retener 
en $tt1Joder cualquier pieza o accesorio que haya sido 
reemplazado en caso de perdida parcial. 
d) Cuando en la Secci6n I se establezca un deducible 
para alguna cobertura, el Instituto lo rebajara del 
importe de Ia perdida que le corresponde pagar bajo 
tal cobertura. 
10.-REDUCCION DEL SEGURO POR SINIESTRO 
Excepto para las coberturas de responsabilidad civil 
y para las que no tengan monto, el pago de cualquier 
reclamo bajo esta p6liza rebaja Ia suma del seguro, 
a partir de la fecha del siniestro, en un tanto igual al 
indemnizado, quedando la prima correspondiente a 
Ia suma disminuida, totalmente devengada hasta el 
vencimiento de la p6liza. 
No obstante, mediante convenio adicional o accesorio 
y abono de la prima nivelatoria, se podra restablecer 
el contrato a su entidad originaria u otra. 
11.-ARBITRAJE. 
Toda discrepancia entre las partes respecto al p_recio 
o monto de perdidas o dafios, sera resuelta mediante 
arbitraje. Si se ponen de acuerdo en un solo aroitro, 
han de consignar Ia comun elecci6n por escrito: no 
habiendo acuerdo, cada parte elegira el suyo en igual 
forma. Los arbitros aceptaran el cargo al pie del nom-
bramiento; y en el segundo supuesto, el~os mismos 
elegiran un tercero para caso de discord1a, el cual 
debe aceptar incontinenti. El dic~amen del arbi~ro 
{mico, el parecer que de acuerdo d1cten. los dos pnn-
cipales y en su caso el del tercero, obhgan a ambas 
partes, sin mas diligencia que darselos a conocer por 
escrito. 
Si una de las partes dejare de nombrar su arbitro 
dentro de un roes a contar del dia en que haya sido 
requerida por Ia otra para hacerlo, o si los dos arbi-
tros no se pusieran de acuerdo en el nombramiento 
del tercero para caso de discordia, Ia autoridad judi-
cial, a petici6n de parte, had las designaciones co-
rrespondientes. 
Los honorarios seran fijados en el veredicto y cubier-
tos por mitades. 
Se aclara que Ia sumisi6ri del caso a arbitraje no im-
plica que el lnstituto se conforrne de previo con Ia 
procedencia del reclamo; conserva sus derechos a opo-
nerse y alegar excepciones legales. 
NOMBRE DEL ASEGURACO 
ENGLISH TRANSLATION OF THE 
COSTA RICAN POLICY. 
POLICY NO.---------------
AUTOMOBILE INSURANCE 
NATIONAL INSURANCE INSTITUTE, SAN JOSE, COSTA RICA 
Section I - Coverages 
In consideration of the premium and the statements on the 
appli cation for this insurance which forms part of this contract, The 
National Insurance Institute, herein called The Institute, agrees to 
insure-----------herein called the insured, under the following cover-
ages as is indicated by specific premium charge and in reference to the 
vehicle described in Section II. 
RISKS AMOUNT OF INSURANCE PREMIUM 
A- Legal liability for injury or death of third person excluding passengers: 
1- Limits per person 
2- Limits per accident 
~ Legal liability for injury or death of passengerss 
1- Limits per person 
2- Limits per accident 
~ Legal liability for property damagea 
1- Limits per accident 
D- Collision and upset. 
E- Fire and Lightning. 
F- Theft and Larceny. 
G- Glass breakage. 
The payment will not be considered 'effective unless it is 
specified in the official receipt issued by the Institute. 
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In reference to liability coverages the Institute shall defend 
the insured in any suit against him, alleging damages and injuries, and 
seeking indemnities, even if such suit i s false or fraudulent. But the 
Institute reserves the right to make investigations, negotiations and 
settlements of any claim or suit as it deems convenient. All the above 
expenses will be paid by the Institute in addition to the responsibilit-
ies assumed in this policy. 
Section II- Description of the vehicle insured chart. 
Section III- Other parties insured. 
Under the liability coverage in addition to the named insured 
t his policy applies, by the payment of an extra premium, to the following 
persons-------------- ----- --- . 
Secti on IV- This policy applies during the period stated and only in 
the territory of Costa Rica. 
Section V- Specia 1 Conditions. 
DEFINITION OF COVERAGE 
Subject to limits of the liability of the policy the Institute 
will pay the insured or in his behalt, the indemnities that correspond 
according to the following definition of coverage: 
A- Legal l iabi lity for injury or death of third person excluding passengers: 
Covers the sums which the insured shall become legally obligated 
to pay as damage, because of bodily injury or death caused by accident sus-
tained by one or more passengers and when such liability was originated by 
the ownership, use or maintenance of the vehicle. 
B- Legal liability for injury or death of passengers: 
Covers the sums which the insured shall become legally obligat-
ed to pay as damage, because of bodily injury or death caused by accident 
sustained by one or more passengers and when such liability is originated 
by the ownership, use or maintenance of the vehicle. 
c- Property damage liability: 
Covers the sums which the insured shall become legally obligat-
ed to pay as damage, because of injury to or distruction of property of 
third persons caused by accident, and when such liability is originated 
by the ownership, use or maintenance of the vehicle. 
D- Collision and Upset: 
Covers the accidental loss of or damage to the vehicle caused 
by collision with an other object or by upset. 
E- Fire and Lightning: 
Covers the accidental loss of or damage of the vehicle caused 
by fire or lightning. 
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11'- The:f't and Larseny1 
Covers the loss of the vehi cle caused by theft or larceny, or 
damage as a result of the theft. 
G- Breakage of glass1 
Covers the loss or damage of glass to the vehicle caused by 
accidental breakage, and when such a loss has not been included in another 
coverage. 
EXCLUSIONS 
This policy does not apply1 
1- Under coverages A and B, to any obligation for which the 
insured is liable under the Workmen's Compensation Law; and to liability 
assumed by the insured under any contract or agreement. 
2- Under the coverage C, to liability assumed by the insured 
under any contract or agreement and to injury to, or destruction of pro-
perty owned by, rented to, used by, in charge of, or transported by the 
insured. 
}- Under the coverage D, to any damage which is due to wear 
and tear, intentional losses, mechanical or electrical breakdown or fail-
ure, unless such damage is the direct result of collision or upsetl damage 
to glasses, tires, unless such loss be coincident with other losses cover-
ed by this policy: the radio receptors or tranamitters, -antennas, clocks, 
and other instruments installed on or in the vehicle, loss of use. 
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4-- Under coverage E, mechanical or electrical breakdown or ~ail­
ure i~ not the direct and immediate result o~ ~ire or lightning: the tools, 
wearing apparel, personal affects or any other objects within the vehicle. 
5- Under coverage F, the tools, wearing apparel, personal a~­
fects or any other objects within the vehicle; the accessories or parts 
of the vehicle, unless its disappearance or damage be of immediate and 
unquestionable doubt by the theft of the entire vehicle; l oss of use. 
6- Under all coverages, the liabilities originated and the loss 
or damage produced by accident, caused direct or indirectly by: 
a- War, wpether or not declared, invasion, civil war, civil commotion, 
insurrection, rebellion, or revolution, or to confiscation, or national-
ization or destruction ordered by .the government or civil authority. 
b- Typhoons, hurricanes, cyclones, volcano eruptions, earth quakes, 
floods, and other phenomena of nature. 
7- The Institute is not liable under this policy when: 
a- The vehicle is conducted by any person under the e~~eet of liquor 
or drugs, or conducted by a person with no license; permits extended by 
the traffic department are not considered a license. 
b- The vehicle is used in other ways not specified in the policy; when 
the automobils is transported by :.an other vehicle; when the automobile 
is used in racing contests. 
c- The conductor of the vehicle violates traffic laws and regulations, 
and if such an act should be a grave negligence and the :fault is the 
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direct cause of the accident that produced the loss or damage• Th~ · Insti­
tute is not liable for the fines that the authority imposes on the insured. 
SECTION VI GENERAL CONDITIONS 
1- Declarations 
This entire policy shall be void if the insured has concealed 
or misrepresented any material fact or circumstance concerning this insur-
ance, the vehicle covered or the interest of the insured therein, or in 
case of any fraud or :false swearing by the insured in connection with the 
above, before or after a loss. 
2- Notice of accident, claim, or suit. 
When an accident occurs, the insured must give notice to the 
Institute as soon as practical; such notice shall contain information 
pertaining to the date, time, place, and circumstances of the accident, 
names and addresses of the injured persons, and of available witnesses. 
If suit is brought against the insured the insured shall immediately for-
ward to the Institute all notices or summons _received by him fran the 
judicial authorities. The Institute will not be liable for claims made 
after 10 days from the date of accident unless proven that such notice 
could not be given before. 
3- Assistance and cooperation given by the insured. 
When an accident occurs, the insured is under the obligation 
to keep the loss at the required minimum and to cooperate with the Insti-
tute in everything relating to this · insurance. Upon the Institute's re-
quest, shall attend hearings and trials and shall assist in effecting 
settlements, securing and giving evidence, obtaining witnesses, and to 
give power of attorney to other persons. Expenses incurred at the Insti-
tute's request, other than loss of earnings,shall be paid by the Institute. 
The insured, except at his own expense, or for immediate Medical or Sur-
gical relief to others as shall be imperative at the time of the accident, 
shall not make any payments, arrange for payment, or assume any obligations, 
without the written consent of the Institute. 
4- Action against the Institute. 
No action shall be brought against the Institute unless, as a 
condition presedent thereto, the insured shall have fully complied with 
all the terms of this poliey; but dealing with coverages A, B, C, also 
no action shall be taken against the Institute untill the amount of the 
insured's obligation shall have been finally determined, whether by judg--
ment against the insured after actual trial or by written agreement be-
tween the parties and the Institute. 
The rights and actions under this policy prescribe one year 
after the date of accident in case of damage to the vehicle, or from date 
of the judgment or written agreement. 
5- Subrogation. 
By the act of applying and accepting this policy the insured 
subrogates to the Institute all his rights of recovery against third parties. 
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Also before end after claim payments the Insured is required to intervene 
personally, shell execute and deliver papers and documents, and what so 
ever is necessary to secure such rights. All expenses caused by the above 
are covered by the Institute. 
6- Assignment. 
This policy is void from the moment the insured transfers the 
policy, or changes his interest in the automobile, unless the Institute 
has given previous consent by an endorsement attached hereto. 
1- Changes. 
The terms of this policy cannot be changed or modified except 
by an endorsemeDt issued by the Institute and attached hereto. 
8- Cancelation. 
The insured may at any time cancel this policy, with the under-
standing that the earned premium shall be computed according to the cus-
tomary short rate table. The Institute may also cancel this policy e.t 
any time by mailing. the insured e. registered letter or other authentic 
document and the earned premium shall be computed pro-.rate. 
9- Limits of liability and settlement options, no abandonment. 
a- The maximum limits per accident of Section I, on the coverages 
of A, and Bt shows the total sum of the indemnities which the Institute 
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is obligated to pay, on behalf of the insured, to the victims of an accident. 
But neither of them may receive a higher amount than the maximum limit per 
person shown in the policy, even when another victim had only the right to 
an indemnization lower than the maximum stated. 
b- The inclusion in this policy of more than one insured shall 
not affect an increase to the limits of the Institute's liability. 
c- The limits of the Institute's liability in case of loss of 
the vehicle shall not exceed the actual cash value of the automobile, and 
in case of damage, the actual cash value of the affected parts at the time 
of the accident. Neither shall sueh liability be higher than the cost of 
repairs or to replace the automobile or such part thereof with other mater-
ials of like kind and quality, with deduction for depreciation. 
On coverages E and F, (fire and lightning, theft and larceny) 
the Institute requires a co-insurance of SO%. The Institute may pay inde~ 
nization in cash or may repair or replace the vehicle or such part thereof • 
The Institute will have discharged its obligation- by restoring as best it 
can the condition of the vehicle at the time of the accident, but the 
Institute is not responsible for the loss of the value sustained by the 
accident. Also there shall be no abandonment to the Institute. It is 
also understood that in case of a total loss, the property salvaged or re-
covered belongs to the Institute. The Institute may also retain any part 
or accesories that have been replaced in case of partial loss. 
d- If a deductible is shown in Section I in any coverage it 
will be deducted from the amount of loss payed on that coverage. 
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1o- Reduction of Insurance when a claim is paid. 
In coverages A, B, and o·; ( liability coverages) any payment 
for a loss shall not reduce the amount of this policy. On the other 
coverages the payment of any claim reduces the policy limits as of the 
date of the accident for the sum actually paid. But by means of an ad-
ditional agreement and the payment of the necessary premium, this policy 
can be reinstated to its original limits. 
11- Appraisal. 
If the parts fail to agree as to the price or the amount of 
loss or damage, they, by written demand, should select an appraiser; 
having not agreed to the above, each part shall select his appraiser; 
such appraisers shall select an Umpire in order to settle any disagree-
ment. The Institute and the insured must accept the written award rend-
ered by the appraisers or the umpire as may be the case• If either part 
fails for ;o days to name it 1 s appraisers, or if both appraisers fail to 
name the umpire, such appraiser or umpire shall be selected by the judi-
cial authority. The fees will be shared equally by both parts. The 
Institute shall not be held to waiver any of its rights by any act re-
lative to apprais~l. 
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APPENDIX' 
.. 
• 
• 
COMBINATION AUTOMOBILE POLICY, 
No.AC 
STOCK COMPANY 
RENEWAL OF No. 
National Association 
INSURANCE COMPANY 
NEW YORK, N.Y. 
; 
(A stock insurance 1=0mpony, herein coiled the company) 
DECLARATIONS 
Item 1 Nome of insured ------------------------------~~~--------------------------------------------------~~~~----------
Address ________ NO. STREET TOWN a• CITY couNTv-------------="'--"'=-. 
The automobile will be principally goroged in the above town, county and state, unless otherwise stated herein: --------"""'-=---"'--=--_;;, ____ _ 
OcCUpatiOn of the named insured iS----------------------------IF MARRIED WOMAN , GIVE HUSBAND'S OCCUPATION OR BUS IN ESs----------------"'<L----------
Item 2. Pol icy Period: From___,.-----,--------,-,---------------,--------,-------------- to---------------------------------------------
12 :01 A.M., standard time at the address of the named insured as stated herein . 
Item 3. The insurance afforded is only with respect to such and so many of the following coverages as ore indicated by specific premium charge 
or charges. The limit of the company's liability against each such coverage shall be as stated herein, sub'ect o all the terms of this policy having 
reference thereto 
COVERAGES LIMITS OF LIABILIT~ " I PREMIUMS 
... 
A Bodily Injury Liability $ each person $ each occident $ 
B Property Damage Liability $ A. each occident $ 
c Medical Payments $ \ 
" 
each person $ 
D Comprehensive-Loss of or Damage to the Automobile, except by ~~' Collision or Upset but including Fire, Theft and Windstorm $ $ 
E Collision or Upset 
less $ 
Actual Cosh Value 
deductible $ 
F Fire, Lightning and Transportation $ $ 
G Theft (Brood Form) /' $ $ 
H Windstorm, Earthquake, Explosion, Hoi I or Water 
"" 
·~ $ 
I Combined Additional Coverage -$ $ 
J Towing end Lober Costs (May not be written in California or Hawaii) $ 1 0 for each disablement $ 
$ $ 
Total Premium $ 
Item 4 Description of the automobile and facts respecttng its purchase by the named insured· 
Year of Bqdy Type; Truck Size; Truck Load Serial Number Number of 
Model Trade Nome Modal Co acity; Tank Gallonage Capacity; Motor Number Cylinders or Bus Seating Capacity 
"-·"' s 
M 
F. 0. B. List Price or Actual Cost Purchased The automobile is unencumbered unless otherwise stated herein : 
Delivered Price When Purchased Month, Year New or Used Installment Payments ot Factory Including Equipmel).t Due Dote end Amount of Encumbrance 
$ < M Number I Amount of Each Final Installment 
RATING $ 'Y / $ 1 $ $ SYMBOL 
Any loss under Coverages D, E, F, G, H and I is payable as interest moy appear to the named insured and ______________________________ _ 
Item 5. The purposes for whtch the automobile is to be used ore "pleasure ond business" unless otherwise stated herein: __________________ _ 
Item 6. (o) Except with respect to bailment lease, conditional sole, mortgage or other encumbrance the named insured is the sole owner of the 
automobile. (b) During the post year no insurer has canceled ony outomob ile insurance issued to the named insured. Exception, if any, to (a) or (bl : 
Countersigned 
·thi s ______ doy of _____________ , 19 __ _ 
Authorized Representative 
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The company ogrees with the insured, named in the declarations mode a port hereof, in consideration of the payment of the premium and in 
reliance upon the statements in the declarations and subject to the limits of liability, exclusions, conditions and other terms of this policy: 
INSURING AGREEMENTS 
Coverage A-Bodily Injury Liability: To pay on behalf of the insured 
all sums which the insured shall become legally obligated to pay as 
damages because of bodily injury, sickness or disease, including death 
at any time resulting therefrom, sustained by any person, caused by 
occident and arising out of the ownership, maintenance or use of the 
automobile. 
Coverage 8-Property Damage Liability: To pay on behalf of the 
insured all sums which the insured shall become legally obligated to pay 
as damages because of injury to or destruction of property, including 
the loss of use thereof, caused by occident and arising out of the 
ownership, maintenance or use of the automobile. 
<;overage ·c-Medical Payments: To pay all reasonable expenses in-
curred within 2ne year from the dote of occident for necessary medical , 
surgical, ambulance, hospital, professional nursing and funeral se~vices, 
to or for each person who sustains bodily injury, sickness or d.i5ease, 
caused by accicfent, while in or upon, entering or alighting from the 
automobile if the automobile is bein€J used by the named insured or 
with his permission. 
Coverage D-Comprehensive Loss of or Damage to the Automobile, 
Except by Collision or Upset: To pay for any direct and acddental 
loss of or damage to the automobile, hereinafter called loss, except 
loss caused by collision of the automobile with another object or by 
upset of the automobile or by collision of the automobile with a 
vehicle to which it is attached. Breakage of gloss and loss caused by 
missiles falling objects, fire, theft, explosion, earthquake, windstorm, 
hail, water, flood, vandalism, riot or civil commotion shall not be 
deemed loss caused by collision or upset. 
- Cov•r•ge--E-CoiUsion~r- Upset: To po.y._for- di <ec.t..alld occ.idelltoJ loss 
of or d:Jmoge to the automobile, hereinafter called loss, caused by 
collision of the automobile with another object or by upset of the 
automobile, but only for the amount of each such loss in excess of the 
deductible amount, if any, stated in the declarations as applicable 
hereto. 
Coverage F-Fire, Lightning and Transportation: To pay for direct 
and accidental loss of or damage to the automobile, hereinafter called 
loss, caused (a) by fire or lightning, (b) by smoke or smudge due to a 
sudden, unusual and faulty operation of any fixed heating equipment 
serving the premises in which the automobile is located, or (c) by the 
stranding, sinking, burning, collision or derailment of any conveyance in 
or upon which the automobile is being transported on land or on water 
Coverage G--Theft (Broad Form): To pay for loss of or damage to 
the automobile, hereinafter called loss, caused by theft, larceny, 
robbery or pilferage. 
Coverage H-Windstorm, Earthquake, Explosion, Hail or Water: To 
pay for direct and occidental loss of or damage to the automobile , here-
inafter called loss, caused by windstorm, hail, earthquake, explosion, 
external discharge or leakage of water except loss resulting from rain, 
snow or sleet. 
Coverage 1-Combined Additional Coverage: To pay for direct and 
accidental loss of or damage to the automobile, hereinafter called loss, 
caused by windstorm, hail, earthquake, explosion, riot or civil com· 
motion, or the forced landing or falling of any aircraft or of its ports 
or equipment, flood or rising waters, external discharge or leakage of 
water except loss resulting from rain, snow or sleet. 
Coverage J-Towing and Labor Costs: To pay for towing and labor 
costs necessitated by the disablement of the automobile, provided the 
labor is performed at the place of disablement. 
II Defense, Settlement, Supplementary Payments: As respects the insur-
ance afforded by the other terms of this policy under coverages A and 
B the company shall: 
(a) defend any suit against the insured alleging such injury, sickness, 
disease or destruction and seeking damages on account thereof, 
even if such suit is groundless, false or fraudulent; but the company 
may make such investigation, negotiation and settlement of any 
claim or suit as it deems expedient; 
(b) pay all premiums on bonds to release attachments for on amount 
not in excess of the applicable limit of liability of this policy, all 
premiums on appeal bonds required in any such defended suit, the 
cost of boil bonds required of the insured in the event of occident 
or traffic low violation during the policy period, not to exceed the 
usual charges of surety companies nor $100 per boil bond, but 
without any obligation to apply for or furnish any such bonds; 
(c) pay all expenses incurred by the company, all costs taxed against 
the insured in any such suit and all interest accruing after entry 
of judgment until the company has paid, tendered or deposited in 
court such port of such judgment as does not exceed the limit of 
the company's liability thereon; 
(d) pay expenses incurred by the insured for such immediate medical 
and surgical relief to others as shall be imperative at the time of 
the occident; 
(e) reimburse the insured for all reasonable expenses, other than loss 
of earnings, incurred at the company's request. 
The amounts incurred under this insuring agreement, except settle-
ments of claims and suits, ore payable by the company in addition to 
the applicable limit of liability of this policy. 
Ill Definition of Insured: With respect to the insurance for bodily injury 
liability and for property damage liability the unqualified word "in-
sured" includes the named insured and also includes any person while 
using the automobile and any person or organization legally responsible 
for the use thereof, provided the actual use of the automobile is by the 
named insured or with his permission. The insurance with respect to any 
person or organization other than the named insured does not apply: 
(a) to any person or organization, or to any agent or employee thereof, 
operating on automobile repair shop, public garage, soles agency, 
service station or publ;c parking place, with respect to any accident 
::! rising out of the operation thereof· 
(b) ~to any employee with respect to injury to or sickness, disease or 
aeoth of another employee of the some employer injured in the 
course of such employment in on occident arising out of the main-
tenance or use ot the automobile in the business of such employer 
IV Automobile Defined, Trailers, Two or More Automobiles: 
(a) Automobile. Except where stated to the contrary, the word "auto-
mobile" means : 
( 1) Described Automobile-the motor vehicle or trailer described 
in this policy; 
(2) Utility Trailer-under coverages A, B and C, a trailer not so 
described, if designed for use with a private passenger auto-
mobile, if not being used with another type automobile and 
if not a home, office, store, display or passenger troi ler; 
(3) Temporary Substitute Automobile-under coverages A, B and 
C, on automobile not owned by the named insured while tem-
porarily used as the substitute for the described automobile 
while withdrawn from normal use because of its breakdown, 
repair, servicing, loss or destruction; 
(4) Newly Acquired Automobile-on automobile, ownership of 
which is acquired by the named insured who is the owner of 
the described automobile, if the named insured notifies the 
company within thirty days following the dote of its delivery 
to him, and if either it replaces on automobile described in 
this policy or the company insures all automobiles owned by the 
named insured at such delivery dote; but the insurance with 
respect to the newly acquired automobile does not apply to 
any loss against which the named insured has other valid and 
collectible insurance. The named insured shall pay any ad-
ditional premium required .because of the application of the 
insurance to such newly acquired automobile. 
The word "automobile" also includes under coverages D, E, F, 
G, H and I its equipment and other equipment permanently at-
tached thereto. 
(b) Semitrailer. The word "trailer" includes semitrailer 
(c) Two or More Automobiles. When two or more automobiles ore 
insured hereunder, the terms of this policy shall apply separately 
to each, but a motor vehicle and a trailer or trailers attached 
thereto shall be held to be one automobi le as respects limits of 
liability under coverages A and B and separate automobiles as 
respects limits of liability, including any deductible provisions, 
under coverages D, E, F, G, H, I and J. 
V Use of Other Automobiles: If the named insured is on individual who 
owns the automobile classified as "pleasure and business" or husband 
and wife either or both of whom own said automobile, such insurance 
as is afforded by this policy for bodily injury liability, for property 
damage liability and for medical payments with respect to said auto-
mobile applies with respect to any other automobile, subject to the 
following provisions : 
(a) With respect to the insurance for bodily injury liability and for 
property damage liability the unqualified word "insured" includes 
( 1) such named insured, (2) the spouse of such individual if a 
resident of the some household and (3) any other person or organi-
zation legally responsible for the use by such named insured or 
spouse of on automobile not owned or hired by such other person 
or organization. Insuring Agreement Ill, Definition of Insu red, does 
not apply to this insurance. 
(b) This insuring agreement does not apply: 
(1) to any automobile owned by, hired as port of a frequent use 
of hired automobiles by, or furnished for regular use to the 
named insured or a member of his household other than a 
private chauffeur or domestic servant of the named insured 
or spouse; 
(2) to any automobile while used in the business or occupation 
of the named insured or spouse except a private pos~enger 
automobile operated or occupied by such named insured, 
spouse, chauffeur or servant; 
(3) to any occident arising out of the operation of on automobile 
repair shop, public garage, soles agency, service station or 
public parking place; 
(4) under coverage C, unless the injury results from the operation 
of such other automobile by such named insured or spouse or 
on behalf of either by such chauffeur or servant, or from the 
occupancy of said automobile by such named insured or spouse . 
VI Loss of Use by Theft-Rentol Reimbursement: The company, fol-
lowing a theft covered under this policy, shall reimburse the named 
insured for expense not exceeding $5 for any one day nor totaling more 
than $1 50 or the actual cosh value of the automobile at time of theft, 
whichever is less, incurred for the rental of a substitute automobile, 
including taxicabs. 
Reimbursement is limited to sU(;h expense incurred during the period 
commencing seventy-two hours after such theft has been reported to 
the company and the police and terminating, regardless of expiration of 
the policy period, on the dote the whereabouts of the automobile be-
comes known to the named insured or the company or on such eorl1er 
dote as the company makes or tenders settlement for such theft. 
Such reimbursement shall be mode only if the stolen automobile was 
a private passenger automobile not used as a public or livery convey-
once and not owned and held for sole by an automobile dealer 
VII General Average and Salvage Charges: The company, with respect to 
such transportation insurance as is afforded by this policy, shall pay 
any general overage and salvage charges for which the named insured 
becomes legally liable. 
VIII Policy Period, Territory, Purposes of Use: This policy applies only to 
accidents which occur and to direct and accidental losses to the auto-
mobile which ore sustained during the policy period, while the auto-
mobile is within the Un ited States of America, its territories or posses-
sions, Canada or Newfoundland, or is being transported between ports 
thereof, and is owned, maintained and used for the purposes stated as 
applicable thereto in the declor~tions . 
EXCLUSIONS 
This policy does not apply: 
(a) while the automobile is used as a public or livery conveyance, 
unles~ such use is specifically declared and described in this policy and 
premium charged therefor; 
(b) under coverages A, B and C, to liability assumed by the insured 
under any contract or agreement; 
(~) · under cov.erages A and B, while the automobile is used for the 
towing of any trailer owned or hired by the insured and not covered by 
like insurance,n the company; or while any trailer covered by this PPiicy 
is used with any a~tomobile owned or hired by the insured and not 
covered by like insurance in the company; , 
(d) under coverages A and C, to bodily injury to or sickness, dis-
ease or death of any employee of the insured while engaged in the 
employment, other than domestic, of the insured or in domestic; em-
ployment if benefits therefor are either payable or required.·to be 
provided under any workmen's compensation law; 
(e) under coverage A, to any obligation for which the insured or any 
company as his insurer may be held liable under any workmen's com-
pensation low; 
(f) under coverage B, to injury to or destruction of property owned 
by, rented to, in charge of or transported by the insured; 
(g) under coverage C, to bodily injury to or sickness, disease or 
death of any person if ·benefits _therefor are payable under any work-
men's compensation law; 
(h) under coverages D, E, F, G, H, I and J, while the automobile is 
subject to any bailment lease, condltional sole, mortgage or other en-
cumbrance not specifically declared and described in this policy; 
(i) under coverages D, E, F, G, H, I and J, to loss due to war, whether 
or not declared, invasion, civil wor,.insurrection, rebellion or revolution 
or to confiscation by duly constituted governmental or civil authority; 
(j) under coverages D, E, F, G, H, I ond J, to any damage to the 
automobile which is due and confined to wear and tear, freezing, 
mechanical or electrical breakdown or failure, unless such damage is 
the result of other loss covered by this pol icy; 
(k) under coverages D, E, F, G, H, I and J, to robes, wearing apparel 
or personal effects; 
(I) under coverages D, E, F, G, H, I and J, to tires unless damaged 
by fire or stolen or unless such loss be coincident with other loss covered 
by this policy; 
(m) under coverages D and G, to loss due to conversion, embezzle-
ment or secretion by any person in lawful possession of the automobile 
under o bailment lease, conditional sole, mortgage or other encum-
brance; 
(n) under coverage E to breakage of gloss if insurance with respect 
to such breakage is otherwise afforded. 
CONDITIONS 
Notice of Accident-Coverages A, B and C: When on accident 
occurs written notice shall be given by or on behalf of the insured to 
the company or any of its authorized agents as soon as practicable. Such 
notice shall contain particulars sufficient to identify the insured and 
also reoSOr;"obly obtainable information respecting the time, place and 
circumstances of the occident, the names and addresses of the injured 
and of available witnesses. 
2. Notice of Claim or Suit-Coverages A and B: If claim is mode or 
suit is brought against the insured, the insured shall immediately for-
word to the company every demand, notice, summons or other process 
received by him or his representative. 
3. Limits of Liability-Coverage A: The limit of bodily injury liability 
stated in the declarations as applicable to "each person" is the limit 
of the company's liability for all damages, including damages for core 
and loss of services, arising out of bodily injury, sickness or disease, 
including death at any time resulting therefrom, sustained by one 
person in any one occident; the limit of such liability stated in the 
declarations as applicable to "each occident" is, subject to the above 
provision respecting each person, the total limit of the company's 
liability for oil damages, including damages for core and loss of 
services, arising out of bodily injury, sickness or disease, including 
death at any time resulting therefrom, sustained by two or more 
per~ons in any one occident. 
4. Limit of Liability-Coverage C: The limit of liability for medical 
payments stated in the declarations as applicable to "each person" is 
the limit of the company's liability for oil expenses incurred by or on 
behalf of each person who sustains bodily injury, sickness or disease, 
including death resulting therefrom, in any one occident. 
5. Limits of Liability-Coverages A, B and C: The inclusion herein of 
more than one insured shall not operate to increase the limits of the 
company's liability. 
6. Action Against Company-Coverages A and B: No action shall lie 
against the company unless, as a condition precedent thereto, the 
insured shall hove fully complied with oil the terms of this policy, nor 
until the amount of the insured's obligation to pay shall hove been 
finally determined either by judgment against the insured after actual 
trial or by written agreement of the insured, the claimant and the 
company. 
Any person or organization or the legal representative thereof who 
f!as secured such judgment or written agreement shall thereafter be 
entitled to recover under this pol icy to the extent of the insurance 
afforded by this policy. Nothing contained in this policy shall give 
any person or organization any right to join the company as a co-defend-
ont in any action against the insured to determine the insured's liability. 
Bankruptcy or insolvency of the insured or of the insured's estate 
shall not relieve the company of any of its obligations hereunder. 
7. Action Against Company-Coverage C: No action shall lie aga inst 
the company unless, as a condition precedent thereto, there shall hove 
been full compliance with all the terms of this policy, nor until thirty days 
after the required proofs of claim hove been filed with the company. 
8. Financial Responsibility Laws--Coverages A and B: Such insurance 
as is afforded by this policy for bodily injury liability or property damage 
liability shall comply with the provisions of the motor vehicle financial 
responsibility low of any state or province which shall be applicable with 
respect to any such liability arising out of the ownership, maintenance 
or use of the automobile during the policy period, to the extent of the 
coverage and limits of liability required by such low, but in no event 
in excess of the limits of liability stated in this policy. The insured agrees 
to reimburse the company for any payment mode by the company which 
it would not have been obligated to make under the terms of this policy 
except for the agreement contained in this paragraph. 
9. Assault and Battery-Coverages A and B: Assault and battery shall 
be deemed an accident unless committed by or at the direction of the 
insured. 
10. Medical Reports; Proof and Payment of Claim-Coverage C: As 
soon as practicable the injured person or someone on his behalf shall 
give to the company written proof of claim, under oath if required, and 
shall, after each request from the company, execute authorization to 
enable the company to obtain medical reports and copies of records. 
The injured persc;m shall submit to physical examination by physicians 
selected by the company when and as often as the company may 
reasonably require. 
The company may pay the injured person or any person or organiza-
tion rendering the services and such payment shall reduce the amount 
payable hereunder for such injury. Payment hereunder shall not con-
stitute admission of liability of the insured or, except hereunder, of the 
company. 
11 Named Insured's Duties When \.ass Occurs-Coverages D, E, F, G, 
H, I and J: When loss occurs, the named insured shall: 
(a) protect the automobile, whether or not the loss is covered by this 
policy, and any further loss due to the named insured's failure to 
protect shall not be recoverable under this policy; reasonable ex-
pense incurred in affording such protection shall be deemed incurred 
at the company's request; 
(b) give notice thereof as soon as practicable to the company or any 
of its authorized agents and also, in the event of theft, larceny, 
robbery or pilferage, to the police but shall not, except at his awn 
cost, offer or pay any reword for recovery of the automobile; 
(c) file proof of loss with the company within sixty days after the 
occurrence of loss, unless such time is extended in writing by the 
company, in the form of o sworn statement of the named insured 
setting forth the interest of thEl named insured and of oil others in 
the property affected, any encumbrances thereon, the actual cash 
value thereof at time of loss, the amount, place, time and cause 
of such loss, the amount of rental or other expense for which 
reimbursement is provided unqer this policy, together with original 
rece1pts therefor, and the descnpt1on and amounts of all other in-
surance covering such property. 
Upon the company's request, the named insuren shaH exhibit the 
damaged property to the comptJny and submit to examinations under 
oath by anyone designated by the company, subscribe the some and 
produce for the company's examination oil pertinent records and sales 
invoices, or certified copies if originals be lost, permitting copies thereof 
to be mode, oil at such reasonable times and places as the company 
shall designate. 
12. Appraisal-Coverages D, E, F, G, H, I and J: If the named insured 
and the company foil to agree as to the amount of loss, each shall, on 
the written demand of either, mode within sixty days after receipt ot 
proof of loss by the company, select o competent and disinterested 
appraiser, and the appraisal shall be mode at o reasonable time and 
place. The appraisers shall first select o competent and disinterested 
umpire, and failing for fifteen days to agree upon such umpire, then, 
on the request of the named insured or the company, such umpire shall 
be selected by a judge of o court of record in the county and state in 
which such appraisal is pending. The appraisers shall then appraise the 
loss, stating separately the actual cosh value at the time of loss and 
the amount of loss, and failing to agree shall submit their differences 
to the umpire. An award in writing of any two shall determine the 
amount of loss. The named insured and the company shall each pay 
his or its chosen appraiser and shall bear equally the other expenses 
of the appraisal and umpire. 
The company shall not be held to have waived any of its rights by any 
oct relating to appraisal. 
13. Limit of Liability; Settlement Options; No Abandonment-Cover-
ages D, E, F, G, H and 1: The limit of the company's liability for loss 
shall not exceed the actual cosh value of the automobile, or if the loss 
is of o part thereof the actual cosh value of such part, at time of loss 
nor what it would then cost to repair or replace the automobile or such 
part thereof with other of like kind and quality, with deduction for de-
preciation, nor the applicable limit of liability stated in the declara-
tions. 
The company may pay for the loss in money or may repair or replace 
the automobile or such part thereof, as aforesaid, or may return any 
stolen property with payment for ~ny resultant damage thereto at 
any time before the loss is paid or t e property is so replaced, or may 
toke oil or such port of the automobile at the agreed or appraised value 
but there shall be no abandonment to the company. 
14. Payment for Lass; Action Against Company-Coverages D, E, F, G, 
H, I and J: Payment for loss may not be required nor shall action lie 
against the company unless, as o condition precedent thereto, the 
named insured shall hove fully complied with all the terms of this policy 
nor until thirty days after proof of loss is filed and the amount of loss is 
determined as provided in this policy. 
15. Na Benefit to Bailee- Coverages D, E, F, G, H, I and J: The 
insurance afforded by this policy shall not enure directly or indirectly to 
the benefit of any carrier or bailee liable for loss to the automobile . 
16. Auistance and Cooperation of the Insured-Coverages A, B, D, E, 
F, G, H, I and J: The insured shall cooperate with the company and, 
upon the company's request, shall attend hearings ond trials and shall 
assist in effecting settlements, securing and giving evidence, obtaining 
the attendance of witnesses and in the conduct of suits. The insured 
shall not, except at his own cost, voluntarily make any payment, assume 
any obligation or incur any expense other than for such immediate 
medical and surgical relief to others as shall be imperative at the time 
of accident. 
17 Subrogation-Coverages A, B, D, E, F, G, H, I and J: In the event 
of any payment under this policy, the company shall be subrogated to 
all the insured's rights of recovery therefor against any person or or-
ganization and the insured shall execute and deliver instruments and 
papers and do whatever else is necessary to secure such rights. The 
insured shall do nothing after loss to prejudice such rights. 
18. Other Insurance-Coverages A, B, D, E, F, G, H, I and J: If the 
insured has other insurance against a loss covered by this policy the 
company shall not be liable under this policy for o greater proportion 
of such loss than the applicable limit of liability stated in the declara-
tions bears to the total applicable limit of liability of all valid and 
collectible insurance against such loss; provided, however, the insurance 
with respect to temporary substitute automobiles under Insuring Agree-
ment IV or other automobiles under Insuring Agreement V shall be 
excess insurance over any other valid and collectible insurance availabl e 
to the insured, either as on insured under a policy applicable with respect 
to said automobiles or otherwise. 
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19. Other Insurance-Coverage C: The insurance afforded with re-
spect to other automobiles under Insuring Agreement Y shall be excess 
insurance over any other valid and collectible medical payments insur-
ance applicable thereto. 
20. Changes: Notice to any agent or knowledge possessed by any agent 
or by any other person shall not effect a waiver or a change in any part 
of this policy or estop the company from asserting any right under the 
terms of this policy; nor shall the terms of this policy be waived or 
changed, except by endorsement issued to form a part of this policy. 
21 Assignment: Assignment of interest under this policy shall not bind 
the company until its consent is endorsed hereon; if, however, the 
named insured shall die or be adjudged bankrupt or insolvent within 
the policy period, this policy, unless canceled, shall, if written notice 
be given to the company within sixty days after the date of such death 
or adjudication, cover ( 1) the named insured's legal representative as 
the named insured, and (2) under coverages A and B, subject otherwise 
to the provisions of Insuring Agreement Ill, any person having proper 
temporary custody of the automobile, as an insured, and under cover-
age C while the automobile is used by such person, until the appoint-
ment and qualification of such legal representative but in no event for 
a period of more than sixty days after the date of such death or ad-
judication. 
22. Cancelation: This policy may be canceled by the named insured 
by surrender thereof or by mailing to the company written notice stating 
when thereafter such cancelat ion shall be effective. This pol icy may 
be canceled by the company by mailing to the named insured at the 
address shown in this policy written notice stating when not less than 
ten days thereafter such cancelation shall be effective . The mailing of 
::>·L·6L09d0 
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notice as aforesa id shall be sufficient proof of notice and the effective 
date of cancelation sta ted in the notice sha ll become the end of the 
policy period. Delivery of such written notice either by the named 
insured or by the company shall be equivalent to mailing . 
If the named insured cancels, earned premiums shall be computed 
in accordance with the customary short rate table and procedure. If 
the company cancels, earned premium shall be computed pro rata. 
Premium adjustment may be made at the time cancelation is effected 
and, if not then made, shall be made as soon a s practicable after can-
celation becomes effective. The company's check or the check of its 
representative mailed or delivered as aforesaid shall be a sufficient 
tender of any refund of premium due to the named insured . 
23. Terms of Policy Conformed to Statute: Terms of this policy which 
are in conflict with the statutes of the state wherein this policy is issued 
are hereby amended to conform to such statutes. 
24. Purposes of Use: (a) The term "pleasure and business" is defined 
as personal, pleasure, family and business use. (b) The term "com-
mercial" is defined as use principally in the business occupation of the 
named insured as stated in the declorattons, including occasional use 
for personal, pleasure, family and other business purposes. (c) Use of 
the automobile for the purposes stated includes the loading and un-
loading thereof. 
25. Declarations: By acceptance of this policy the named insured 
agrees that the statements in the declarations are his agreements and 
representations, that this pol icy is issued in rei iance upon the truth of 
such representations and that this policy embodies all agreements 
existing between himself and the company or any of its agents relating 
to this insurance. 
In Witness Whereof, the company has caused this policy to be signed by its president and secretary and countersigned on the declarations page 
by a duly authorized representative of the company. 
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APPENDIX 4 • 
• 
AN EMPLOYERS' GROUP COMPANY 
EDWARD A. LARNER 
President 
BOSTON, MASS. 
MASSACHUSETTS MOTOR VEHICLE LIABILITY POLICY 
BODILY INJURY LIABILITY AND PROPERTY DAMAGE LIABILITY 
AMERICAN EMPLOYERS' INSURANCE COMPANY 
(A Stoclr Insurance Company, Herein Called the Company) 
Agrees with the insured, named in the Declarations made a part hereof, in consideration of the payment of the premium and in re-
liance upon the statements in the Declarations and subject to all of the terms of this Policy: 
INSURING AGREEMENTS 
J Coverage A Bodily Injury Liability Statu-
tory Upon the Ways of the Commonwealth of 
Massachusetts (This Coverage is Compulsory) 
To pay on behalf of the insured, in accordance with the "Mass-
achusetts Compulsory Automobile Liability Security Act," Chapter 
346 of the Acts of 1925 of the Commonwealth of Massachusetts and 
all Acts amendatory thereof or supplementary thereto, all sums which 
the insured shall become obligated to pay by reason of the liability 
imposed upon him by law for damages to others for bodily injury, in-
cluding death at any time resulting therefrom, or for consequential 
damages consisting of expenses incurred by a husband, wife, parent 
or guardian for medical, nursing, hospital or surgical services in con-
nection with or on account of such bodily injury or death, sustained 
by any person or persons during the policy period as defined in item 3 
of the declarations and caused by the ownership, operation, main-
tenance, control or use of the insured motor vehicle upon the ways 
of the Commonwealth of Massachusetts. 
This coverage is subject to the following provisions: 
(I) The unqualified word "insured" includes the named insured and 
also includes any other person responsible for the operation of the 
insured motor vehicle with the express or implied consent of the 
named insured. 
(2) No statement made by the insured or on his behalf, either in 
securing this policy or in securing registration of the insured motor 
vehicle, no violation of the terms of this policy and no act or default 
of the insured, either prior to or subsequent to the issuance of this 
policy, shall operate to defeat or a void this coverage so - ~s to bar 
recovery by a judgment creditor proceeding in accordance with the 
Laws of the Commonwealth of Massachusetts. The terms of this 
policy shall remain in full force and effect, however, as binding between 
the insured and the company, and the insured agrees to reimburse 
the company for any payment made by the company under this 
policy on account of any accident, claim or suit involving a breach of 
the terms of this policy. 
(3) Notwithstanding the provisions of condition 16 of this policy, 
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if _this policy is canceled by the company and subsequently the effec-
tive ·date of cancelation is changed by an order of the Board of Appeal 
or by a decree of the Superior Court or a justice thereof, under the 
provisions of the Massachusetts Compulsory Automobile Liability 
Security Act, the insurance provided in this coverage shall be canceled 
as of the date of cancelation effective by such order or decree and 
premium adjustment shall be made accordingly; if after the issuance 
of notice of cancelation by the company, a finding that such cancel-
ation is not proper and reasonable or is invalid is made under the pro-
visions of said Act either by the Board of Appeal from which finding 
the company takes no appeal, or by decree of the Superior Court or 
justice thereof, the company will continue the insurance provided in 
thiS coverage in full force and effect if such order or decree is based 
upon a complaint made prior to the effective date of cancelation stated 
in the company's notice, and will reinstate the insurance provided in 
this coverage in full force and effect as ort e ate spec! e m such 
orQer or decree if such order or decree is based-upon a complaint made 
w~thin the ten days after the effective date of ca.ncelation stated in 
the company's notice. If the company shall ceas~to be authorized to 
transact busjness in the Commonwealth of Massachusetts, this policy 
shall be canceled and premium adjustment shall be made on a pro 
rata basis as of the effective date of the new certificate of insurance 
filed by the named insured with the Registrar of Motor Vehicles in 
Massachusetts, or if no certificate is filed, then as of the effective date 
of the revocation of registration of the insured motor vehicle. 
(4) This policy, the written application therefor, if any, and any 
endorsement, which shall not conflict with the provisions of said 
Massachusetts Compulsory Automobile Liability Security Act and all 
Acts amendatory thereof or supplementary thereto, shall constitute 
the entire contract between the parties. 
(5) Condition II of this policy shall be applicable to this coverage 
only in the event that other insurance referred to therein is carried 
in a company authorized to transact insurance in the Commonwealth 
of Massachusetts. 
( 6) This agreement is made in accordance with Sections 112 and 
113 of Chapter 175 of the General Laws of Massachusetts. 
Coverage B-Bodily Injury Liability-Other Than Statutory-(This 
Coverage is Optional) 
To pay on behalf of the insured all sums which the insured shall become legally 
obligated to pay as damages because of bodily injury, sickness or disease, including 
death at any time resulting therefrom, sustained by any person, caused by accident 
and arising out of the ownership, maintenance or use of the motor vehicle. 
If injury occurs with respect to which insurance is afforded under coverage A. the 
insurance thereunder shall first be applied and the limits of liability thereunder shall 
first be fully exhausted before any of the limits of liability applicable to coverage B 
shall apply. The limits of liability applicable to coverage A are included in the limits 
of liability applicable to coverage B and are not in addition thereto. 
Coverage C-Property Damage Liability-(This Coverage is Optional) 
To pay on behalf of the insured all sums which the insured shall become legally 
obligated to pay as damages because of injury to or destruction of property, including 
loss of use thereof, caused by accident and arising out of the ownership, maintenance 
or use of the motor vehicle. 
Coverage D-AutomobileMedical Paymenta-(This Coverage is Optional) 
To pay all reasonable expenses incurred within one year from the date of accident 
for necessary medical, surgical, X-ray and dental services, including prosthetic devices, 
and necessary ambulance, hospital. professional nursing and funeral services: 
Division 1. To or for each insured who sustains bodily injury, sickness or disease, 
induding.death resulting therefrom, caused by accident, while in or upon, or while 
entering into or"alighting from, or through being struck by, a motor vehicle: or 
· · si&R-l.- 14-odor-anY-Other..peuoll' dise se 
including death resulting therefrom, caused by accident, while in or upon, or while 
entering into or alighting from the motor vehicle, provided the moto( vehicle is 
being used by the named insured or his spouse if a resident of the same household, 
or with the permission of either. 
JJ Defense, Settlement, Supplementary Payments. 
With respect to such insurance as is afforded by this policy 
under coverages A, B and C, the company shall: 
(a) defend any suit against the insured alleging such injury, sickness, 
disease or destruction and seeking damages which are payable 
under the terms of this policy, even if any of the allegations of 
the suit are groundless, false or fraudulent: but the company may 
make such investigation and settlement of any claim or suit as 
it deems expedient: 
(b) pay, in addition to the applicable limits of liability: 
(1) all expenses incurred by the company, all costs taxed a-gainst 
the insured in any such suit and all interest on the entire 
amount of any judgment therein which accures after entry of 
the judgment and before the company has paid or tendered 
or deposited in court that part of the judgment which does 
not exceed the limit of the company's liability thereon; 
(2) premiums on appeal bonds required in any such suit, premiums 
on bonds to release attachments for an amount not in excess 
of the applicable limit of liability of this policy and, if in-
surance is afforded under coverage B, the cost of bail bonds 
required of the insured because of accident or traffic law 
violation arising out of the use of the motor vehicle, not to 
exceed $100 per bail bond, but without any obligation to 
apply for or furnish any such bonds; 
(3) expenses incurred by the insured for such immediate medical 
and surgical relief to others as shall be imperative at the time 
of an accident involving the motor vehicle; 
( 4) all reasonable expenses, other than loss of earnings, incurred 
by the insured at the company's request. 
JJJ Definition of Insured. Coverages B, C and D. 
(a) With respect to the insurance under coverages B and C the unqualified word 
"insured" includes the named insured and, if the named insured is an individual, 
his spouse if a resident of the same household, and also includes any person while 
using the motor vehicle and any person or organization legally responsible for 
the use thereof, provided the actual use of the motor vehicle is by the named 
insured or such spouse or with the permission of either. 
(b) With respect to the insurance under division 1 of coverage D. the unqualified 
word "insured" means: 
~-
(1) the named insured, if an individual or husband and wife who are residents 
of the same household, otherwise the person designated in Item 2 of the 
declarations, and 
(2) while residents of the same household as the named insured or such designated 
person, his spouse and the relatives of either; 
provided, if such named insured or designated person shall die, this insurance 
shall cover any person who was an insured at the time of such death. 
JV Motor Vehicle and Automobile Defined, Trailers, 
Private Passenger Motor Vehicle, Two or More 
Motor Vehicles. 
(a) Motor Vehicles or Automobile-Except with respect to division 1 of 
cover.~ge D and. e~~ept where stated to the contrary, the words "motor vehicle" 
and automobile mean: 
(1) Insured Motor Vehicle-any motor vehicle or trailer registered to the 
named insured in the Commonwealth of Massachusetts for which the company 
has issued a certificate of insurance as defined in Section 34A of Chapter 90 of 
the General Laws of Massachusetts and for which the premium charge is made 
under this policy; 
(2) Trailer-under coverages B, C and division 2 of coverage D. a trailer not 
within the definition of "Insured Motor Vehicle", if designed for use with a 
pnvateplissenger motor·~dmn: being used for business purposes with 
another type motor vehicle; 
(3) Temporary Substitute Motor Vehicle-under coverages B. C and 
division 2 of coverage D. a motor vehicle not owned by the named insured 
or his spouse if a resident of the same household, while temporarily used 
as a substitute for the insured motor vehicle when withdrawn from normal 
use because of its breakdown, repair, servicing. loss or destruction. 
Under division 1 of coverage D, the words "motor vehicle" mean a land motor 
vehicle not operated on rails or crawler-treads and include a trailer of any type, 
but do not mean a farm type tractor or other equipment designed for use prin-
cipally off public roads, while not upon public roads. 
(b) Private Passenger Motor Vehicle-The words "private passenger motor 
vehicle" means a private passenger, station wagon or jeep type motor vehicle. 
(c) Semitrailer-The word "trailer" includes semitrailer. 
(d) Two or More Motor Vehicles-When two or more motor vehicles are 
insured hereunder, the terms of this policy shall apply separately to each, but a 
motor vehicle and a trailer or trailers attached thereto shall be held to be one 
motor vehicle as respects limits ol liability. 
V Use of Other Motor Vehicles. Coverages B, C and D. If the named insured is an individual or husband and wife and if during the policy 
period such named insured, or the spouse of such individual if a resident of the 
same household, owns a private passenger motor vehicle covered by this policy, 
such insurance as is afforded by this policy under coverages B. C and division 
2 of coverage D with respect to said motor vehicle applies with respect to any 
other motor vehicle, subject to the following provisions: 
(a) With respect to the insurance under coverages B and C the unqualified word 
"insured" includes 
( 1) such named insured and spouse; and 
(2) any other person or organization legally responsible for the use by such 
named insured or spouse of a motor vehicle not owned or hired by such other 
person or ·organization. Insuring Agreement Ill does not apply to this 
Insurance. 
(b) With respect to division 2 of coverage D. this insurance applies only if the injury 
results from the operation of such other motor vehicle by such named insured 
or spouse or on behalf of either by a private chauffeur or domestic servant of 
such named insured or spouse, or from the occupancy of said motor vehicle by 
such named insured or spouse. 
(c) This insuring agreement does not apply: 
( 1) to any motor vehicle owned by or 
furnished for regular use to either the 
named insured or a member of the 
same household other than a private 
chauffeur or domestic servant of such 
named insured or spouse; 
(2) to any accident arising out of the use 
of a motor vehicle by the insured in the 
business of an automobile dealership, 
repair shop, service station, storage 
garage or public parking place; 
(3) to any motor vehicle while used in a business or occupation of the insured 
except a private,passenger motor vehicle operated or occupied by such named 
insured, spouse, private chauffeur or domestic servant, or a trailer used 
therewith. 
VI Policy Period, Territory, Purposes of Use. Coveraees B, C and D. This policy applies only to accidents which occur during the 
policy period, while the motor vehicle is within the United States of America, its 
territories or possessions, or Canada, or is being transported between ports thereof 
and, if an insured motor vehicle, is owned, maintained and used for the purposes stated 
as applicable thereto in the declarations. 
This space IS for the attachment of the declarations as in this policy provided, which, when attached, are to be construed 
,- as a part of this policy 
EXCLUSIONS 
This policy does not apply: 
(a) under coverage A. to bodily injury to or death of any guest occu-
pant of the motor vehicle. "Guest occupant" shall mean any person, 
other than an employee of the owner or registrant of an insured motor 
vehicle or of a person responsible for its operation with the owner's 
or registrant's express or implied consent, being in or upon, entering 
or leaving the same, except a passenger for hire in the case of a motor 
vehicle registered as a taxicab or otherwise for carrying passengers for 
hire; 
(b) under coverage A. to bodily injury to or death of any employee 
of the insured who is entitled to payments or benefits under the 
provisions of the Massachusetts Workmen's Compensation Law; 
(c) under coverage B, to bodily injury to or sickness, disease or death of any employee 
of the insured arising out of and in the course of ( 1) domestic employment by the 
insured, if benefits therefor are in whole or in part either payable or required to be 
provided under any workmen's compensation law, or (2) other employment by the 
insured; 
(d) under coverage B. to any obligation for which the insured or any carrier as his 
insurer may be held liable under any workmen's compensation, unemployment compen-
sation or disability benefits law, or under any similar law; 
(e) under coverage B, to bodily injury to or sickness, disease or death of any fellow 
employee of the insured injured in the course of his employment if such injury arises 
out of the use of the motor vehicle in the business of his employer, but this exclusion 
does not apply to the named insured, or his spouse if a resident of the same household, 
with respect to injury sustained by any such fellow employee; 
(f) under coverages B and C, while the motor vehicle is used by any person or organiza-
tion. or by any agent or employee thereof, in the \msiness of an automobile dealership, 
repair shop, service station, storage garage or public parking place, but this exclusion 
does not apply to the named insured, a resident of the same household as the named 
insured, a partnership in which such resident or the named insured is a partner, or any 
partner, agent or employee of such resident of partnership; 
(g) under coverages B and C, while the motor vehicle is used for the towing of any 
trailer owned or hired by the insured and not covered by like insurance in the company; 
or while any trailer covered by this policy is used with any motor vehicle owned or 
hired by the insured and not covered by like insurance in the company; 
(h) under coverages B and C, to liability assumed by the insured under any contract 
or agreement; 
(i) under coverages B, C and division 2 of coverage D, while the motor vehicle is used 
as a public or livery conveyance, unless such use is specifically declared and described 
in this policy; 
(j) under coverage C, to injury to or destruction of property owned or transported by 
the insured, or property rented to or in charge of the insured other than a residence 
or private garage injured or destroyed by a private passenger motor vehicle covered 
by this policy; 
(k) under coverage D. to bodily injury to or sickness. disease or death of any insured 
sustained while in or upon, or while entering into or alighting from any vehicle while 
located for use as a residence or premises; 
(I) under coverage D, to bodily injury to or sickness, disease or death of any person 
who is an employee of an automobile dealership, repair shop. service station. storage 
garage or public parking place, if the accident arises out of the operation thereof and 
if benefits therefor are in whole or in part either payable or required to be provided 
under any workmen's compensation law; 
(m) under division 1 of coverage D. to bodily injury to or sickness, disease or death 
of an insured sustained while in or upon or while entering into or alighting from a 
motor vehicle owned by any insured except a motor vehicle with respect to which a 
specific automobile medical payments premium has been charged; 
(n) under division 2 of coverage D. to bodily injury to or sickness, disease or death 
of any employee of the named insured or spouse arising out of and in the course of 
( 1) domestic employment by the named insured or spouse, if benefits therefor are in 
whole or in part either payable or required to be provided under any workmen's compen-
sation law. or (2) other employment by the named insured or spouse; 
(o) to injury. sickness, disease or death due to war, whether or not declared, civil war, 
insurrection, rebellion or revolution, or to any act or condition incident to any of the 
foregoing, with respect to expenses under Insuring Agreement ll(b) (3) or under 
coverage D. 
CONDITIONS 
1. LIMITS OF The limit of bodily injury liability stated 
LIABILITY in the declarations as applicable to "each 
Coverages A and B person" is the limit of the company's 
liability for all damages, including damages for care and loss of 
services, arising out of bodily injury, sickness or disease, including 
death at any time resulting therefrom, sustained by one person as 
the result of any one accident; the limit of such liability stated in 
the declarations as applicable to "each accident" is, subject to the 
above provision respecting each person, the total limit of the com-
pany's liability for all such damages arising out of bodily injury, 
sickness or disease, including death at any time resulting therefrom, 
sustained by two or more persons as the result of any one accident. 
2. LIMIT OF LIABILITY 
Coverage C 
The limit of property damage liability 
stated in the declarations as applicable 
to "each accident" is the total limit 
of the company's liability for all 
damages arising out of injury to or destruction of aij property of one or more persons 
or organizations, including the loss of use thereof. as the result of any one accident. 
3. LIMIT OF 
LIABILITY 
Coverage D 
The limit of liability for automobile 
medical payments _stated in the decla-
rations as applicable to "each person" is 
the limit of the company's liability for 
all expenses incurred by or on behalf of each person who sustains bodily injury, 
sickness, disease or death as the result of any one accident. 
4. SEVERABILITY OF The insurance applies separately to 
INTERESTS each insured against whom claim is 
Coverages A, B and C made or suit is brought, but the 
inclusion herein of more than one insured shall not operate to increase 
the limits of the company's liability. 
5. ASSAULT AND 
BATTERY 
Assault and battery shall be deemed an 
accident unless committed by or at the 
direction of the insured. 
6. NOTICE In the event of an accident, written notice con-
taining particulars sufficient to identify the in-
sured and also reasonably obtainable information 
with respect to the time, place and circumstances thereof, and the 
names and addresses of the injured and of available witnesses, shall 
be given by or for the insured to the company or any of its authorized 
agents a's soon as practicable. If claim is made or suit is brought 
against the insured, he shall immediately forward to the company 
every demand, notice, summons or other process received by him or 
his representative. 
7. ASSISTANCE AND The insured shall cooperate with 
COOPERATION OF the company and, upon the com-
THE INSURED pany's request, attend hearings 
Coverages A, B and C and trials and assist in making 
settlements, securing and giving evidence, obtaining the attendance 
of witnesses and in the conduct of suits. The insured shall not, except 
at his own cost, voluntarily make any payment, assume any obligation 
or incur any expense other than for such immediate medical and 
surgical r.elief to other.s..as shall be imperative at-the time of accident. 
8. ACTION 
AGAINST COMPANY 
Coverages A, B and C 
No action shall lie against the 
company unless, as a condition 
precedent thereto, the insured 
shall have fully complied with 
all the terms of this policy, nor 
until the amount of the insured's obligation to pay shall have been 
finally determined either by judgment against the insured after 
actual trial or by written agreement of the insured, the claimant 
and the company. 
Any person or organization or the legal representative thereof who 
has secured such judgment or written agreement shall thereafter be 
entitled to recover under this policy to the extent of the insurance 
afforded by this policy. No person or organization shall have any 
right under this policy to join the company as a party to any action 
against the insured to determine the insured's liability, nor shall the 
company be impleaded by the insured or his legal representative. 
Bankruptcy or insolvency of the' insured or of the insured's estate 
shall not relieve the company of any of its obligations hereunder. 
The statements in this condition which are contrary to the pro-
visions of sub-division (2) of Insuring Agreement I are not applicable 
to coverage A. 
9. ACTION 
AGAINST COMPANY 
Coverage D 
10. MEDICAL REPORTS; 
STATEMENT AND 
PAYMENT OF CLAIM 
Coverage D 
No action shall lie against the company 
unless, as a condition precedent thereto, 
there shall have been full compliance 
with all the terms of this policy. 
As soon as practicable the in-
jured person or someone on his 
behalf shall give to the com-
pany written statement of claim, 
under oath if required, and 
shall, after each request from 
the company, execute authorization to enable the company to obtain medical 
reports and copies of records. The injured person shall submit to physical 
examination by physicians selected by the company when and as often as the com-
pany may reasonably require. 
The company may pay the injured person or any person or organization rendering 
the services and such payment shall reduce the amount payable hereunder for such 
injury. Payment hereunder shall not constitute an admission of liability of any person 
or, except hereunder, of the company. 
11 OTHER INSURANCE 
Coverages A, B and C 
If the insured has other insurance 
against a loss covered by this poli-
cy the company shall not be liable 
under this policy for a greater proportion of such loss than the applica-
ble limit of liability stated in the declarations bears to the total appli-
cable limit of liability of all valid and collectible insurance against 
such loss; provided, however, the insurance with respect to temporary 
substitute motor vehicles under Insuring Agreement IV or other 
motor vehicles under Insuring Agreement V shall be excess insurance 
over any other valid and collectible insurance. 
12. OTHER 
INSURANCE 
Coverage D 
Under division I of coverage D, the insurance shall 
be excess over any other valid and collectible auto-
mobile medical payments insurance available to an 
insured under any other policy. 
Under division 2 of coverage D. the insurance with respect to temporary substitute 
motor vehicles under Insurance Agreement IV or other motor vehicles under Insuring 
Agreement V shall be excess insurance over any other valid and collectible automobile 
medical payments insurance. 
13. SUBROGATION 
Coverages A, B 
and C 
In the event of any payment under 
this policy, the company shall be 
subrogated to all the insured's rights 
of recovery therefor against any 
person or organization and the insured shall execute and deliver instru-
ments and papers and do whatever else is necessary to secure such 
rights. The insured shall do nothing after loss to prejudice such rights. 
14. CHANGES Notice to any agent or knowledge possessed 
by any agent or by any other person shall 
not effect a waiver or a change in any part of this policy or estop the 
company from asserting any right under the terms of this policy; nor 
shall the terms of this policy be waived or changed, except by en-
dorsement issued to form a part of this policy. 
15. ASSIGNMENT Assignment of interest under this policy 
shall not bind the company until its 
consent is endorsed hereon; if, however, (a) the named insured shall 
die, this policy shall cover (I) the named insured's spouse, if a resident 
of the same household at the time of such death, and legal represen-
tative as named insureds, and (2) under coverages A, B and C, any 
person having proper temporary custody of the insured motor vehicle, 
as an insured, and under division 2 of coverage D while the insured 
motor vehicle is used by such person, until the appointment and 
qualification of such legal representative, or (b) the named insured 
shall, within the policy period, lose his right to possession of the 
insured motor vehicle because of his insolvency or bankruptcy, this 
policy shall cover the legal representative of the named insured's 
estate as the named insured. 
16. CANCELATION This policy, or any one or more of the 
coverages thereof, may be canceled by 
either the named insured or the company upon written notice to the 
other stating the date, not less than twenty days thereafter, when 
such cancelation shall be effective, provided, however, that if either 
the named insured or the company cancels and the named insured 
files with the Registrar of Motor Vehicles of Massachusetts a new 
certificate of insurance after the sending of the notice of cancelation 
by the company or after giving such notice to the company, and 
prior to the effective date thereof, this policy shall be terminated as 
of the date of filing of such certificate. Notice of cancelation of coverage 
A shall be in such form as the Registrar of Motor Vehicles of Massa-
chusetts may prescribe and copy thereof shall be sent concurrently 
to him. Notice of cancelation sent to the named insured by the 
company by certified or registered mail, postage prepaid, with a 
return receipt requested at his address as stated in this policy shall 
be a sufficient notice. 
The insurance under this policy with respect to the insured motor 
vehicle shall terminate (a) upon the sale or transfer of such motor 
vehicle by the owner, or (b) upon his surrender to the said Registrar 
of the registration plates issued to him by the said Registrar, with a 
written statement, in such form as the said Registrar may require, 
that they are surrendered to cancel the registration of and the in-
surance under this policy for such motor vehicle, or (c) upon the 
filing of a certificate of insurance of another company covering the 
same motor vehicle. 
If' the named insured cancels, or if this insurance shall terminate as 
provided in the preceding paragraph, earned premium shall be adjusted 
in accordance with the customary short rate table. If the company 
cancels, earned premium shall be adjusted pro rata. Premium adjust-
ment may be made either at the time cancelation is effected or as 
soon as practicable after cancelation becomes effective, but payment 
or tender of unearned premium is not a condition of cancelation. 
17. DECLARATIONS By acceptance of this policy the 
named insured agrees that the state-
ments in the declarations are his agreements and representations, that 
this policy is issued in reliance upon the truth of such representations 
and that this policy embodies all agreements existing between himself 
and the company or any of its agents relating to this insurance. 
IN WITNESS WHEREOF, the American Employers' Insurance Company has caused this policy to be signed by its 
President and Secretary and countersigned on the declarations page)>y a duly authorized agent of the Company. 
~Q.~~ 
President. 
• 
l 
• 
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APPENDIX 5 
------------------------------------------~------------
This endorsement is effective -------,-,~.,.:-;-----for attachment to Policy No. _________ _ 
issued to----------------------------------
by __________________________________________________________ __ 
(Name of Insurance Company) 
It is agreed that such insurance as is afforded by the policy shall apply also while the automobile is being 
used for occasional trips into that part of the Republic of Mexico lying not more than 100 miles from the boundary 
of the United States of America, except that in Baja California, Republic of Mexico, the mileage limitation shall 
be 150 miles from the boundary line of the United States. 
(1) 
This insuring agreement is subject to the following provisions 
Claims for loss or damage, which make necessary the repair of the automobile or replacement of any part or 
parts thereof, while said automobile is in Mexican territory shall be 
(A) Payable in the United States of America, and 
(B) The basis of adjustment shall be the cost of such repairs or replacement at the nearest point in the United 
States where such repairs or replacements can be made. 
(C) The sustenance and transportation, or the cost of same, of one adjuster, if one be sent, from the nearest 
United States border town to the location of the damaged automobile, shall be borne by the named 
Insured whenever the accident which is the basis of the claim, shall have occurred at a point in excess of 
25 miles from the United States border over a passable highway 
(2) The cost of towing and transportation or salvage operations of the insured automobile, while within Mexican 
territory shall not be recoverable hereunder and it is not a contingency insured against. 
The insurance shall be void unless the named Insured's place of residence is within the United States of America 
and the automobile is principally garaged, maintained and used within the United States of America. 
Additional Premium $ ___________ _ 
This policy is hereby amended as herein specifically stated but not otherwise. 
G4725-1 Mexican Automobile Endorsement-Combination Form 
Printed in U.S. A. 
Countersigned ----,--------,--------,------,----
(Authorized Representative) 
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